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INTRODUCTION

Sushil Vachani

nMarch 11, 2011, a massive earthquake rocked Japan and created a tsunami

that devastated the country’s northeastern coastline, leaving 24,000 dead or

missing. Tens of thousands lost their homes and are living in shelters. This
human tragedy was compounded by further misery as the Fukushima Daiichi nuclear
power plant was crippled by the tsunami and release of radiation, contaminating food
and water and forcing thousands to flee.

The Nation’s Mood

Japan has suffered much over the last two decades. An economic bubble, created in the
mid-late 1980s by easy money and speculative investment in property and stocks,
burst in 1990 and took down the economy, which has never quite recovered since then.
Deflation has become endemic and affected the mood of the Japanese people.! There is
a whole generation of Japanese youngsters under the age of 25 who have never expe-
rienced (or are too young to remember) a buoyant economic environment. Most do not
see attractive job opportunities when they graduate from college and, unlike the young
in other nations, are reluctant to spend when they do have income. This, added to the
general Japanese propensity to save rather than consume, affects demand and hinders
economic growth.

The recent disasters have made the Japanese even less likely to spend, for it appears
insensitive to be spending on anything but essential goods while so many suffer.
Jishuku, self-restraint, is more fitting.? Unfortunately, belt-tightening does not help the
economy. When people buy less, there are fewer goods to produce and less money for
wages, creating a downward cycle.

Economy

The Japanese economy had begun to emerge from the 2008 global financial crisis with
a 4 per cent growth in GDP in 2010. Such growth was difficult to sustain and was

T Fackler, M (2010). “The Great Deflation: Japan Goes from Dynamic to Disheartened,” New York
Times, October 17, p.1.

2 Belson, K and Onishi, N (2011). “In Deference to Crisis, A New Obsession Sweeps Japan: Self
Restraint,” New York Times, March 28.
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expected to moderate to around 1 per cent in 2011. The
damage and dislocation caused by the disasters has, how-
ever, made matters worse. Japan’s losses are estimated at
$300 billion.? Manufacturing was disrupted in the affected
region. Other parts of Japan were affected by interruption
in power and supply chains. Exporters have been hurt by
a rising yen as markets anticipated large funds inflows
into Japan for reconstruction.

has had thirteen different Prime Ministers. The four in-
cumbents before the current Prime Minister, Naoto Kan
of the Democratic Party of Japan (DPJ), who took office in
June 2010, each had a tenure of a year or less. In a recent
poll conducted by Tokyo’s Daily Yomiuri, only 22 per cent
of the respondents indicated that they would vote for the
DP]J.” The main opposition party, the Liberal Democratic
Party (LDP), which led Japan uninterrupted since World

War II, except for three years in the

The IMF estimates that in 2011, Japan’s
GDP will fall by 0.7 per cent.* The
Economist Intelligence Unit forecasts
GDP contraction of 0.5 per cent, but
has raised growth expectations from
2.1 per cent to 2.5 per cent for 2012 as
the economy’s reconstruction gains
momentum.’ Paradoxically, a natural
disaster can stimulate the economy as
reconstruction adds to GDP. This does
not mean, of course, that a country is
better off having a disaster, which de-
stroys lives and infrastructure. Also,
the investment needed for reconstruc-
tion siphons off savings or increases
debt. Japan’s gross public debt is close
to 200 per cent of GDP, the highest
among developed nations.® (Japan's
situation is, however, less precarious
than that of nations like Greece where
95 per cent of the debt is domestically
funded at low interest rates.) Much like

The recent disasters have
made the Japanese even
less likely to spend, for it

spending on anything but
essential goods while so
many suffer. Jishuku, self-
restraint, is more fitting.
Unfortunately, belt-
tightening does not help
the economy. When
people buy less, there are
fewer goods to produce

creating a downward
cycle.

1990s, did not fare much better: only
24 per cent said they would vote for it,
suggesting that the Japanese disap-
prove of a broad swath of their politi-
cal leadership.

appears insensitive to be

Prime Minster Kan was expected to be
nudged out of office earlier this year,
but the earthquake made it necessary
for him to continue. For a few weeks,
the opposition rallied behind the gov-
ernment so that the nation could focus
on reconstruction. The truce dissolved
recently and the Prime Minister was
tested by a no-confidence motion in
early June, which he survived only by
committing to step down after the criti-
cal part of reconstruction is complete.

and less money for wages,

As in India, Japan has a strong bu-
reaucracy which provides a measure
of continuity in governance. There has

its principal ally, the US, Japan is un-
able to address its problem of
unsustainably high debt because it lacks political will to
implement tough solutions such as raising taxes or re-
ducing entitlements.

Government

Incumbents do not stay long in Japan’s revolving-door
Prime Minister’s Office. In the last twenty years, Japan

3 Tabuchi, H (2011). “Earthquake and Aftermath push Japan into
Recession”, New York Times, May 19, p.2.

4 IMF (2011). “Concluding Statement of the IMF Mission: 2011 Ar-
ticle IV Consultation with Japan,” June 7. Downloaded June 14,
2011, http://www.imf.org/external/np/ms/2011/060711.pdf.

> Economist Intelligence Unit (2011). “Japan Economy: Quick View
— In Recession”, June 9.

Economist Intelligence Unit (2011). “Japan: Country Report,” June.

been a feeling among some people that
the bureaucracy hinders progress, and the DPJ]’s cam-
paign in the last election included a promise of reining in
the bureaucracy. Mistrust and miscommunication be-
tween the Prime Minister, the bureaucracy, and manag-
ers of TEPCO (the owner of the Fukushima plant) may,
unfortunately, have hampered the efficient handling of
the Fukushima nuclear plant crisis.®

International Relations

Historically, Japan has had strained relations with its
major neighbours, China and South Korea, which have

7" The Daily Yomiuri (2011). “Kan Should Resign Post, majority say,”
June 6, p. 1.

8 Onishi, N and Fackler, M (2011). “In Nuclear Crisis, Crippling
Mistrust,” New York Times, June 13, p.1.
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not forgiven Japan its colonial past.
Prime Minister Kan attempted to pacify
them by instructing his cabinet to forgo
visiting Tokyo’s Yasukuni shrine on
the anniversary of Japan’s World War
II surrender on August 15, 2010.° Pre-
vious Prime Ministers had insisted that
the visit was important for honouring
Japan’s war heroes, but China and
South Korea protested such visits be-
cause Yasukuni also has the remains
of 14 “Class A” war criminals. Prime
Minister Kan’s gesture was unusual
in signaling acknowledgement of Ja-
pan’s past responsibility. However,
tensions between Japan and China

between the Prime
Minister, the bureaucracy,
and managers of TEPCO
(the owner of the
Fukushima plant) may,
unfortunately, have
hampered the efficient
handling of the Fukushima
nuclear plant crisis.

trade agreement among them.!!

Mistrust and
miscommunication

Nuclear Energy

The disaster at the Fukushima nuclear
plant has spooked some of the govern-
ments that were relying on nuclear
energy as a green and affordable solu-
tion to their rising appetite for energy.
The world has 440 nuclear power re-
actors that meet 14 per cent of the glo-
bal electricity needs. Another 60 plants
are under construction and 493 at
planning stages. Their future is now
uncertain.!? Germany’s Chancellor,
Angela Merkel, has decided to phase

have remained high on account of ter-
ritorial disputes. Last September, when Japan detained a
Chinese fishing boat in disputed waters close to islands
known as Senkaku in Japan and

out her country’s 22 nuclear reactors
by 2022.1% Japan, Switzerland, and
Italy are contemplating reducing dependence on nuclear
power. Perhaps, the position of some

of these countries will soften with the

Diaoyu in China, it was forced to back
down after China halted export of rare
earths critical for the Japanese electron-
ics and auto industries.? (Vietham
and the Philippines are among other
countries involved in territorial dis-
putes with China.)

After radiation from the Fukushima
nuclear plant contaminated produce
in neighbouring areas, Korea and
China restricted agricultural import
from Japan. However, in a recent dem-
onstration of support, Chinese Prime
Minister Wen Jiabao and South Korean
President Lee Myung Bak visited the
Fukushima region in May and sam-
pled local produce to signal its safety.
China promised to selectively ease im-
port restrictions if Japan guaranteed
product safety. In another sign of co-
operation, Japan is in discussions with

The disaster at the
Fukushima nuclear plant
has spooked some of the

governments that were
relying on nuclear energy

solution to their rising
appetite for energy. The
world has 440 nuclear
power reactors that meet
14 per cent of the global
electricity needs. Another
60 plants are under
construction and 493 at
planning stages. Their
future is now uncertain.

passage of time as safer designs and
stricter regulations emerge. China, on
the other hand, continues to be bullish
on the potential of nuclear energy. It
plans to increase nuclear power six-
fold by 2020, with 34 reactors (38GW)
under construction or approved.!4

as a green and affordable

Impact on Other Nations

The world has much to thank Japan
for. World class manufacturing today
is built on the foundations of Japanese
techniques such as continuous im-
provement, lean and flexible manufac-
turing, and just-in-time inventory
systems. With globalization, supply
chains have spread deep across bor-
ders, while specialization has nar-
rowed the supplier base of some
critical components. The Japanese dis-
asters have tested the global supply

China and South Korea for a three-way

9 Blair, G (2010). “Japan PM Kan Sends Signal to Asian Neighbors by
Shunning Yasukuni Shrine,” The Christian Science Monitor, Au-
gust 16.

19 Fackler, M (2010). “Japan Yields to Chinese over Arrested Boat
Captain,” The International Herald Tribune, September 25, p. 7.
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" The Japan Times (2011). “Helping Hands for Mr. Kan,” May 26.

12 Crooks, E and Pfeifer, S (2011). “Atomised Approach,” Financial
Times (Asian Edition), June 7.

13 Clayton, M (2011). “Germany to Phase Out Nuclear Power. Could
the US do the Same?” The Christian Science Monitor, June 7.

4 Ng, E (2011). “Beijing Planning Six-fold Increase in Nuclear
Power,” South China Morning Post, May 13.
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chains and are forcing managers to
confront the fact that they are unable
to detect the health of their supply
chain beyond one or two levels, while
disruption several levels away can crip-
ple production downstream.!®

It is difficult to measure the effect of
Japan’s disasters on other countries.
Anecdotal evidence presented in the
US “Beige Book,” which compiles per-
spectives drawn from conversations of

World class manufacturing
today is built on the
foundations of Japanese
techniques such as
continuous improvement,

manufacturing, and just-
in-time inventory systems.

only be felt in the third quarter, because
during the second quarter, surplus in-
ventories helped companies survive,
and pipelines will be depleted by the
third quarter. Overall, however, the
consensus seems to be that the disrup-
tion caused has been less than was
feared.!”

lean and flexible

This Colloquium

There are many important implications

the 12 regional Federal Reserve Banks
with local businesses, indicates that there was “wide-
spread” disruption of supply chains in the second quar-
ter of 2011. Some of this may simply result in pushing
economic activity to the third quarter.!® On the other hand,
the world’s third-largest computer manufacturer, Tai-
wan’s Acer, fears that the negative impact will actually

of the Japanese disasters for people
around the world, ranging from broad
questions, such as “How can countries be better prepared
to handle such disasters?” to focused concerns, such as
“What is the future of nuclear energy?” Experts from dif-
ferent fields in a diverse set of countries have reflected on
some of these questions and contributed their perspec-
tives to this colloquium.

Japan: Renaissance to Tackle its Graying Future...

Som Mittal

he early part of my career was greatly influenced by

working closely with Japanese people and compa-
nies. I was touched by their discipline, diligence, strive
for perfection, national pride, and preservation of culture
while adopting new technology.

Contribution of Japan to technology and process innova-
tion has been accepted and also adopted across the globe.
The fact that Japanese continue to focus on high quality
and cutting edge technology was reinforced by a recent
report that even though Japan does not manufacture
iPhone, it still contributes more than 30 per cent (highest
among all nations) by value of iPhone through supply of
sophisticated technology and parts.

The Japanese culture and work ethos have not only made
them sustain in front of the adversities but also recover
from these situations due to cohesiveness between the
Japanese industry, government, and society.

5 Financial Times (2011). “Look for the Single Point of Failure,” May
3,p. 2.

6 Harding, R (2011). “Beige Book Confirms Break in Supply Chain,”
Financial Times, June 9.

Current Crisis

March 11, 2011 was perhaps the darkest day in the Post-
World War history of Japan. As the devastating earth-
quake struck Japan (the most powerful recorded in the
country’s history), it triggered an extremely destructive
Tsunami that caused physical damage estimated to be in
excess of US $ 200 billion, with more than 28,000 persons
either killed or missing and more than 200,000 buildings
damaged or destroyed. Not only did it cause an unprec-
edented damage to life and property but it also put the life
of millions more in peril due to the nuclear leak at
Fukushima. The effect on global trade and supply chain
disruptions is still to be estimated. The impact could have
been worse if this crisis had happened elsewhere as with
respect to the earthquakes that Japan is prone to, it does
build in protection.

Japan has seen and overcome many such challenges in

the past. With its indomitable spirit of industry coupled

7 Kwong, R (2011). “Acer Sees Supply Squeeze in July,” Financial
Times (Asian edition), June 2, p.16.
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with its motivated, disciplined indus-
trial workforce, Japan will come up
trumps in this seemingly dark period.
The tsunami may just prove to be the
‘trigger point’ that heralds a new era
of change in Japan, ending its two dec-
ade old recession and catapulting Ja-
pan back into a phase of economic
recovery and growth. Japan may
swiftly recover from the damages
caused by the recent catastrophe;
however, there are some fundamental

The tsunami may just prove
to be the ‘trigger point’ that
heralds a new era of
change in Japan, ending its
two decade old recession
and catapulting Japan back
into a phase of economic
recovery and growth.

current size by 2100. This aging will
also augment health care needs,
putting a considerable strain on gov-
ernment budget, which would shrink
further and the costs could spiral out
of control due to increased social
spending. In addition, the budgetary
squeeze may impact on other areas/
programmes that may affect areas like
general transportation, infrastructure,
and youth edu-cation programmes.

issues that still need to be addressed.

This would firstly call for acceptance of the problems by
Japan and subsequently, some very dramatic shifts in the
approach to resolve them.

Demographic Conundrum

Changing demographic trends have put a severe pres-
sure on the current working population; and with falling
fertility rates coupled with new lifestyle choices, the situ-
ation is poised to become grave.

One of the biggest challenges of Japan’s future recovery is
its aging population. In 2006, it became the leading coun-
try to tip into demographic contraction. The peak popu-
lation at 128 million in 2005 would be reduced to 100
million by 2050 as per the estimates. According to UN,
from the current ratio of 34 elderly dependents for every
100 people working, there would be 74 retired dependents
for every 100 people working by 2050. These dynamics of
population shrinkage will have huge bearing on every
aspect of the economy. It has and will put an increasing
tax burden on the working population. Unless there is a
sharp increase in the birth rate, it is strongly envisaged
that Japan's total population will shrink to one half of its

Inflation Rate (Consumer Prices)
Annual Percentage Change

4%

s

Source: Japan Ministry of Health, Labour and Welfare
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Demographic changes are extremely
difficult to reverse; thus, though it is highly improbable
that Japan would be able to preclude this trend, few meas-
ures can be undertaken to mitigate the risk. One solution
from such a situation would be if the improvements in
technology make up for what is lost by decreasing hu-
man capital. To reduce the mounting pressure on work-
ing population, the government can increase and
liberalize immigration or raise the compulsory retirement
age. Several European countries faced similar issues, but
permitted reasonably higher number of immigrants to
maintain and replenish their workforce, without impact-
ing their cultural and social fabric. Further, the govern-
ment could encourage great female participation in the
workforce by providing health care facilities and other
incentives.

Deflation and Falling Wages: Main Proponents of
Japan’s Southward Spiral

Another major reason hampering Japan’s growth is the
persistent recession for the last two decades. Commonly
referred to as the ‘Lost Decades,” these serve a cautionary
anecdote to all other nations. Currently, the Nikkei index
has almost come down by approximately 75 per cent of

Monthly Wages
Yen per month (in thousands)
380

an
360
350
340
3x

I
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its highest value attained in 1990.

The real wages have fallen consist-
ently over the years touching a nadir
in 2009. This coupled with some
questionable infrastructure expendi-
ture (roads and bridges) have led to
a large debt load for the nation. The
debt/GDP ratio now stands at ap-
proximately 200 per cent, which has
its own burden on the economy.

At the time, when other economies
are growing and leveraging best pra-

Japan will have to tap newer
markets, such as Africa,
Latin America, and India and
adopt new business models
to simultaneously cater to its
domestic and global markets.
The traditional models will
not work in these emerging
geographies.

commitment to product innovation,
along with substantial investments
in the targeted geographies is defin-
ing their success worldwide.

Political Churn

With the issues that Japan confronts
currently, it is imperative to have a
stable government to address eco-
nomic stagnation and provide lead-
ership and direction. However,
Japan’s unswerving political insta-
bility and inertia has become a mat-

ctices of the world, Japan would have

to take quick and appropriate steps to address this criti-
cal situation and global competition. Japan will have to
tap newer markets, such as Africa, Latin America, and
India and adopt new business models to simultaneously
cater to its domestic and global markets. The traditional
models will not work in these emerging geographies.

There has been an increasing push by the Japanese gov-
ernment and agencies to encourage Japanese business
community to increasingly promote globalization as a
strategy to survive in this dynamic world. Today, it is not
just about dominance in the home ground but global com-
petitiveness; a nation that will not accept this truth will
be surpassed easily in this fast and power defining race.
Though Japanese business has realized this need and is
increasingly signing up EPA /FTAs with various grow-
ing Asian economies, the timing of execution will play a
very important role. Increasing com-

ter of concern both regionally and
globally. As we are well aware, the new Japanese Prime
Minister, Mr. Naoto Kan is the sixth Prime Minister of
Japan in four years.

The population at large has apathy towards the political
dynamics but a strong government will be a key to eco-
nomic recovery. There is hope and faith as the new Prime
Minister has shown promise and conviction to re-build
Japan. In over 15 years, Mr. Kan is the first Prime Minis-
ter, who does not boast of any political lineage. Making
his way up through the grassroot levels, the Ex-Finance
Minister is targeting public debt and slow growth as his
main priorities.

These problems should not persist any longer. There is a
need for the government and the common people to work
together to address the ills of the political instability and

move towards financial well-being of

petition from South Korea and China

the general population. All this is im-
perative for Japan to earn its rightful

is posing a vital question about the
intrinsic propensity of Japanese busi-
ness will. These two countries have
not only emulated Japan’s success
but are also penetrating quickly in
various markets once dominated by
Japanese brands and products with
aplomb. In the last three years, the
global market share of Korean play-
ers — Samsung and LG - has in-
creased from 25 per cent to 30 per cent
in handsets and from 27 per cent to
37 per cent in LCD TVs, surpassing
traditional Japanese leaders such as
Sony and Panasonic. The serious

86

With the issues that Japan
confronts currently, it is
imperative to have a stable
government to address
economic stagnation and
provide leadership and
direction. However, Japan’s
unswerving political
instability and inertia has
become a matter of concern
both regionally and globally.

place back in the world.

Time to Learn from History

As Japan tries to steer its way out of
the present situation, history has
abundant examples to help Japan
reflect on. One major exponent of Ja-
pan’s meteoric rise in the world or-
der was the abolition of Sakoku policy.
Set in 1639 and in force till 1853, it
postulated that no foreigner would
be allowed to enter nor any Japanese
would be allowed to leave Japan.
This was the dark period, wherein
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Japan lost its way as it tried to do things on its own. Cen-
turies have passed when Sakoku was abolished and Ja-
panbecame open for trade; however, remnants of the past
ghosts can still be found in the way present business is
done in Japan.

Unfortunately, it seems that Keiretsu has assumed the
mantle of Sakoku in the modern parlance. Japanese com-
panies would need to break the culture bondages of pro-
tectionism, if they were to compete and move past the
competition.

Giving an example of the IT industry

We all might be proven wrong about the panic we have
created about demographic issues. There might be a new
dawn for this land of rising sun. Apart from increasing
immigration and retirement age, Japan might encourage
greater female work force participation to alleviate this
worry. Expanding healthcare facilities and focusing more
on work-life balance would not only enhance female em-
ployment but also help raise country’s extremely low birth
rate.

Language and cultural issues do exist but can be miti-
gated and managed. It is not only the
Japanese industry but also the govern-

in Japan, IT services follow a Keiretsu
model, where the Top Tier (primarily
Japanese IT companies) works closely
with the inhouse IT teams of large Japa-
nese companies. Currently, when the
global companies are opting for part-
ners with varied experience and best
practices, the Japanese clients are deal-
ing with the same companies that are
leveraging traditional and single-cli-
ent single-geography experience and
approach. There is very limited out-
sourcing to global service providers
and more often than not these provid-
ers often appear at the base of this hi-
erarchy with no visibility to the end

Japan has to emerge from
the not so open economy
to dare the inevitable
decline. The Japanese
companies known for their
business acumen have
already taken a note of it
and have started expanding
aggressively. The country
will not have to show
alibi for conservative
ethos in the future.

ment and population at large that need
to assume greater responsibility to find
a way out of this interminable situa-
tion. The world has increasingly ac-
cepted and praised Japan for its
technology and expertise. Japanese
food has become popular all over the
globe. I believe that it is now Japan’s
turn to reciprocate the warmth much
more, not as a goodwill gesture but be-
cause of financial compulsions. A re-
cent Goldman Sachs research has
shown that unless some concrete steps
are taken to prevent its economic de-
cline, Japan may fall out of the world’s
economic order.

customer. It is the time to adopt shared

service model and best practices that
the world is embracing; change in the outlook and atti-
tude of Japanese companies is necessary.

To make situation worse, information technology is one
of the least favoured career options for the Japanese young-
sters. The technology jobs are commonly perceived and
referred to as “5K” positions - Kiken (risky), Kitanai (de-
meaning), Kitsui (demanding), Kibishii (difficult), and Kirai
(low level/repetitive). At the time when Japan does not
have locals with required IT skills, the resistance to
sourcing from global service providers is a major impedi-
ment to escalating IT needs of various Japanese compa-
nies and institutions. The educational universities and
institutions in Japan will have to encourage and provide
more incentives and scholarship to foreign students to
build a strong and skilled human capital base.

VIKALPA ¢ VOLUME 36 ¢ NO 2 e APRIL - JUNE 2011

Does Japan need another Commodore
Perry and Meiji restoration to open its shore and become
more global? In my opinion, the answer is ‘No.” The Japa-
nese government and companies are taking actions to
address these intricate challenges and following an ex-
pansive mode to globalization. Japan has to emerge from
the not so open economy to dare the inevitable decline.
The Japanese companies known for their business acu-
men have already taken a note of it and have started ex-
panding aggressively. The country will not have to show
alibi for conservative ethos in the future. The message
has been understood and acted upon.

Self preservation is imperative for Japan but
not at the cost of its survival in the globalized
world. ~
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A Japanese Entrepreneur’s Perspective on Japan

Miyuki Morimoto

he Japanese people have had a range of reactions to
the big disasters that have struck the country. We are
told that the number of victims, including both dead and
missing, is almost 25,000, and there are

Inc., and one of the most established entrepreneurs in
Japan. He would like to try to find safer and more efficient
alternative electric power. He is not only organizing a
foundation, the natural energy foun-

almost 115,000 evacuees. In addition
to the big natural disasters, the earth-
quake and tsunami, we have been
deeply affected by damage to the nu-
clear power station in Fukushima,
which is having a big impact on peo-
ple’s lives as well as economic activi-
ties. After the disaster, the Japanese
media has shown the devastation,
how it will affect our future, and the

We should stop being too
negative in our concerns
regarding nuclear power

technology and wisdom to
rebuild and improve our
economy and life.

dation, to find alternative electric
power by raising $12 million, but has
also donated $123 million himself and
has foregone his remuneration during
his term of office as the Director. His

and believe in our

goal is not just to change the current
source of electric power, which is
cheaper and more efficient than the
other alternatives, but also to improve
people’s lives by removing their con-

plight of sufferers in Northern Japan.
Even though there were loss of family, friends, and homes,
most of the people are thankful for being alive. They have
also expressed their strong will to rebuild Japan. I am not
sure how widespread this admirable mindset and atti-
tude is, butI am sure many Japanese who live outside the
stricken area must have realized that they should accept
the challenge of rebuilding their country and save the
victims. I have tried to capture some of the important per-
spectives of the Japanese people in the wake of the disas-
ters.

Entrepreneurs’ Reactions

cerns for nuclear power. He and his
followers have a strong commitment to change the social
infrastructure with this approach.

The other type includes the ones who think that the Japa-
nese, especially leaders, should consider future action
more carefully without reacting emotionally. They believe
that the leaders should take more time to make the final
decision regarding whether to keep the current nuclear
power, while introducing higher standards of safety, or
find alternative electric power. After conducting a set of
cost-benefit analyses, they have concluded, “We should
stop being too negative in our concerns regarding nu-
clear power and believe in our tech-

After the great earthquake and tsu-
nami, and the huge damage caused to
the nuclear power station, | have made
some observations about how Japanese
entrepreneurs have reacted to the dif-
ficulties. Even though they have the
same goal, which is to rebuild Japan
without being defeated by this disas-
ter, their approach and way of think-
ing are different. I have categorized
them into two types as follows.

Among the first type, the main player

It may not be so difficult
to just rebuild damaged
cities, but it is indeed very
difficult to transform them

strong enough to
withstand any disaster
without compromising
economic prosperity.

nology and wisdom to rebuild and
improve our economy and life.” These
kind of entrepreneurs believe that
short-term and emotional reactions will
negatively impact the rebuilding of our
economy.

into new cities that are

New City Plan

It may not be so difficult to just rebuild
damaged cities, but it is indeed very
difficult to transform them into new
cities that are strong enough to with-

is Mr. Son, the President of Softbank

stand any disaster without compro-
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mising economic prosperity. An im-
portant criterion for our choices is
whether we should assume that we
may have more disasters in affected
areas in some form or not.

techniques for educating

New Energy System

It may be true that nuclear power is the
most reasonable and efficient source
of energy at the moment, but there is
risk associated with it, as we have seen
in Japan. How realistic it is and how
long it would take to find alternatives
is the primary concern. However, the
issue here is not just economic effi-

Along with the existing
education system, there is
the need to introduce new

new leaders, who can take
action after assessing cost
and benefit, and suggest
alternative plans to
implement in the short
term, middle term, and
long term.

Tax System

We have to change our mindset from
preparing for “unexpected” disasters
to focusing on “expected” disasters.
Weneed to levy new taxes to deal with
natural disasters, and all Japanese
should equally share this tax burden
for expected disasters.

Education

I personally feel that education is the
most important factor for overcoming
our difficulties. After rebuilding from
the current situation, it is very impor-
tant to make and execute new city

ciency, cost, and technological feasi-
bility, but our way of life in future. One
of the important criteria must be whether we should ac-
cept some level of inconvenience for securing our safety.

Preparedness for Unexpected Disaster

Due to our location, on active faults, we always have to be
prepared for disaster, especially earthquakes. We should
periodically review current city planning, which should
include the building standards act, road traffic law, and
so on, to minimize damage by unexpected disasters.

plans, a new energy system, a new tax
system, and so on. Our vision for the future should be
created by young people. I believe that the Japanese edu-
cation system is excellent for creating team work and
morale. However, it is not strong enough for creating a
leader or an entrepreneur. Along with the existing educa-
tion system, there is the need to introduce new techniques
for educating new leaders, who can take action after
assessing cost and benefit, and suggest alternative plans
to implement in the short term, middle term, and long
term. v

Can Japan Come Back from This Major Disaster?

Keiji Oshima

On March 11, 2011, people around the world wit-
nessed a natural disaster on a scale which they
had never seen before. Houses, cars,

put the Japanese people through the horrific effects of
radiation. In recent years, the Japanese government has
been promoting nuclear energy as a

trees, and people were swept away in
a matter of seconds and mankind be-
came helpless against nature. Over
15,000 people died and over 10,000
people are still missing. First, the 9.1
scale earthquake hit Tohoku Region in
Japan; then, a massive tsunami hit the
East coast; and lastly, the Fukushima
Nuclear Plant disaster left Japan crip-
pled. Japan is the only country that has

Given that the Japanese
government is aware of
the effects of radiation on
humans, it should not be
promoting nuclear energy;
it should in fact be
advocating its elimination.

major source of electricity. It is ironic
that once again Japan would have to
suffer radiation from this nuclear plant
disaster. Given that the Japanese gov-
ernment is aware of the effects of ra-
diation on humans, it should not be
promoting nuclear energy; it should in
fact be advocating its elimination.

Japan has gone through many difficul-
ties in the past, but the situation it is

ever been hit by an atomic bomb which

VIKALPA ¢ VOLUME 36 ¢ NO 2 e APRIL - JUNE 2011

89



facing now is totally different. The
questions we all have are: Can Japan
come back from this major crisis? What
are we learning from this major disas-
ter? How will Japan contribute to the
world in the future?

Today, we cannot think of living with-
out electricity, the need for which is
growing rapidly even in emerging
countries, including China and Indjia.
Even though the demand for energy is
growing every year and everywhere, it

Even though the demand
for energy is growing
every year and
everywhere, it will be very
difficult to continue using
nuclear power especially
after seeing the safety
issues with nuclear power
plants.

ways to save energy.

There is a need to develop new tech-
nology to produce clean, renewable
energy which can replace nuclear
power. The Japanese are leading manu-
facturers of various advanced tech-
nologies and they know how to create,
store, and use energy efficiently. Japan
can recover strongly by promoting so-
lar energy and producing rechargeable
batteries to create an energy-smart so-
ciety. It can create energy by making

will be very difficult to continue using
nuclear power especially after seeing
the safety issues with nuclear power plants. On the other
hand, generation of electricity by burning conventional,
non-renewable fuels such as coal, gas or oil would pro-
duce more carbon dioxide. This in turn would contribute
to global warming, which is now creating more disasters
due to rising sea levels, bigger hurricanes, and typhoons.
We now see frequent occurrence of such phenomena
around the world. It is time we should all seriously think
how we can co-exist with nature and give back instead of
taking from it.

We have to create a society that consumes less energy. To
cite an example, Japanese businesses are setting office
temperatures at 28 degrees Celsius during summer; to
cope with the heat, people are avoid-

more energy-efficient solar panels. The
current efficiency rate is around 21 per
cent and this can go up by another 10 per cent in the near
future. Since solar energy can only be captured in the
daytime, thereis a need to introduce new technology which
can help to store this excess energy for use during the
night. Electricity can also be stored from the grid system
during the night when the cost of electricity is low. Manu-
facturing of solar panels and lithium-ion batteries in large
volumes can also significantly bring down the cost of
these technologies. Japan is the world’s leading manu-
facturer of lithium ion rechargeable batteries. The hybrid
and electric car systems are driven by this rechargeable
battery technology. After the earthquake, when there was
no electricity, we witnessed people actually using hybrid
and electric cars as a source of electric-

ing wearing ties and suits from May to
October. During winter, the office tem-
peratures are kept lower than normal,
and people are advised to wear extra
clothes for staying warm. Moreover, the
Japanese people are commuting to
their offices by using modes of trans-
port other than conventional cars. They
are restricting the use of private vehi-
cles and availing of the common pub-
lic transport to save energy. This is
possible only because Japan has one
of the most extensive public transport
networks in the world. Many such
unique initiatives are already in place
and more new ideas are to be added in
the future. Japan can set a new stand-

Japan does not have
natural resources; and so,
the only way to come out

of the present crisis and
rebuild its economy and
sustain its growth is by
developing new
technology and sharing
this globally. By bringing
these technologies
together, the Japanese
people can help to create
a new world order.

ity for cooking, charging mobile
phones, listening to the radio, and
watching TV. The Japanese automobile
industry can contribute to this new en-
ergy environment by promoting eco-
friendly cars. Japan is also promoting
solar energy for residential use. The ex-
pansion of renewable energy is some-
thing we must continue to promote on
alarge scale. We saw how one nuclear
power plant disaster cost more than
US $15 billion, according to some Japa-
nese analysts’ estimates. This is equiva-
lent of 30 years of solar subsidy
provided in Japan. At this stage, gov-
ernment support is required and will
continue to prove essential in the fu-
ture. If the government funds are spent

ard for the world by implementing new

in a proactive manner, we can develop
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and demonstrate a safe, new, renewable energy system
for the world. Japan does not have natural resources; and
so, the only way to come out of the present crisis and
rebuild its economy and sustain its growth is by develop-
ing new technology and sharing this globally. By bring-
ing these technologies together, the Japanese people can

help to create a new world order. And, we all believe that
Japan can and will make a dramatic return to the global
stage as an influential world power. It can foster a new
future where only safe, eco-friendly, and renewable en-
ergy sources are used so that our planet can sustain itself
in the long run.

Using Damage Forecast Maps for Disaster Handling

Yuji Kitamura

he Great East Japan Earthquake that occurred in

March, 2011, brought about a huge change in Japa-
nese people’s daily lives and ways of thinking on vari-
ous social, scientific, and political aspects!®. The tsunami
that followed the Earthquake destroyed cities and villages
along the Pacific coastline of northeastern Japan. To make
itworse, a Level 7 nuclear accident occurred at Fukushima
I Nuclear Power Plant" that changed Japanese people’s
views on the energy policy of the Gov-

taught themselves to build stronger buildings that could
survive them over the centuries. And to prove that, it is
said that about 90 per cent of the deaths from the Great
East Japan Earthquake were caused by the tsunami, not
by the actual 9.0 magnitude earthquake. Looking at the
history of earthquakes in Japan, it is evident that there is
usually a rule-of-thumb for calculating their frequency. It
is important to realize that such high magnitude earth-
quakes may again happen sometime

ernment. I would like to suggest the
creation of damage forecast maps of
uncertain events to systematically es-
timate damage from disasters and help
in limiting it.

Unlike typhoons, which can be predi-
cted by factors above the ground such
as the motion of clouds and oceans,
and change of sea water temperature,
it is almost impossible, with the cur-
rent technology, to foresee the definite
location, magnitude, and time of earth-
quakes or any other natural disasters
created underground, until the moment

It is important to realize
that such high magnitude
earthquakes may again
happen sometime in the
future; therefore, what is
required is to create
damage forecast maps by
applying “what-if”
scenarios to the current
Japanese landscape and
people’s way of living.

in the future; therefore, whatis required
is to create damage forecast maps by
applying “what-if” scenarios to the
current Japanese landscape and peo-
ple’s way of living. For example, we
can predict the effect of a 7.5 magni-
tude earthquake in the middle of To-
kyo metropolitan area during rush
hours on a weekday. Even though it
would still be difficult to estimate the
definite timing of such events, having
those maps beforehand would help in
handling the situation right after the
event without delay and panic.

The after-effects must be considered

they happen. I would like to call those
events that are difficult to foresee, “un-
certain events,” and a map or chart that shows the pre-
dicted results of damage caused by those events a “damage
forecast map.”

In Japan, earthquakes of smaller magnitude keep occur-
ring throughout the year and the people of Japan have

18 http://en.wikipedia.org/wiki/2011_T%C5%8Dhoku_earthquake_
and_tsunami

9 http://en.wikipedia.org/wiki/Fukushima_Daiichi_Nuclear_
Power Plant
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seriously when creating damage fore-
cast maps and Japan must pay extra attention to nuclear
power plants that are located along the coasts of the en-
tire country. There is a record of an earthquake of 8.2 to
8.5 magnitude that occurred in 1896 almost in the same
region in Northeastern Japan, in which more than 21
thousand people had died mainly from a tsunami with
38.2 meter high waves caused by the earthquake®. There
were no nuclear power plants in the world at that time. In

2 http://en.wikipedia.org/wiki/1896_Meiji-Sanriku_earthquake
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July 2007, the Kashiwazaki Kariba Nuclear Plant (in
Niigata Prefecture, on the Japan Sea coastline) had caught
fire as a result of the 6.6 magnitude Chuetsu offshore earth-
quake.?! Thereafter, a group of politicians in Fukushima
had sent a letter to the Governor of Fukushima Prefecture
and the President of Tokyo Electric Power Company to
check and prove the safety of nuclear power plants in the
area in the event of an earthquake?>?.

calculating the cost of maintaining safety for each nu-
clear power plant with the consequence that today no
one knows which costs less — natural energy or nuclear
power. It is high time the government considered the
budget for creating damage forecast maps; they would be
very useful in helping limit damage from similar disas-
ters in future.

However, neither of them took any ac-
tion. Therefore, many people think that
the accident at the nuclear plant this
year is not a simple natural disaster,
but caused by failure to learn from the
past.

Has the Japanese Government not
done any assessment of potential nu-
clear plant accidents? According to a
newspaper article written in 1999, the
Science and Technology Agency had
estimated in 1959 that the loss due to a
nuclear accident would amount to 3.7
trillion yen, which was more than
twice Japan’s annual budget at that
time?*. However, the government did
not disclose this analysis for forty
years. .

The assessment body should notbe the
government or a research company that
is attached to the government. It should
be an entirely separate group of spe-
cialists, selected from different fields
of study, who can oversee government
actions. The damage forecast maps that
are created by those specialists should

The assessment body
should not be the
government or a research
company that is attached
to the government. It
should be an entirely
separate group of
specialists, selected from
different fields of study,
who can oversee
government actions. The
damage forecast maps that
are created by those
specialists should play an
important role as a base of
judgment when the local
and national governments

plan their budget.

The idea of creating a damage forecast
map of uncertain events can be applied
to any other natural disaster or acci-
dent that is hard to foresee. Japan has
108 active volcanoes. Damage can be
caused not only by pyroclastic flows
that swallow nearby cities, but also
volcanic ash that reaches a wider area.
Also, there are many dams in the coun-
try to help in development, but the col-
lapse of these dams due to lack of
strength to survive any kind of unpre-
dictable event can cause catastrophe.
Damage forecast maps for uncertain
events may devise ways of limiting
damage, casualties, and possible after-
effects.

As technology advances, the situation
may change in future and earthquakes
and other uncertain events of today
may become predictable. Therefore, it
is important to continuously make ef-
forts to review and update the damage
forecast map and make it open to the
public.

According to the Japanese govern-

ment, over 130 countries, more than 30

play animportant role as a base of judg-
ment when the local and national gov-
ernments plan their budget. People have found out that
the Japanese government has been hiding the possible
consequences of having a nuclear plant accident and not

21 http://en.wikipedia.org/wiki/2007_Ch%C5%ABetsu_offshore_
earthquake

2 http://www.jcp-fukushima-pref.jp/seisaku/2007/20070724_01.html
2 http://www.jcp-fukushima-pref.jp/seisaku/2007/20070724_02.html

24http://trust.watsystems.net/jikosisan.html

international organizations, and over
1,500 NGOs and other entities have shown their willing-
ness to provide assistance to Japan®. Their gesture is truly
appreciable!

% http://www.kantei.go.jp/foreign/incident/110407_wefmessage.html
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Managing Risk: Lessons from Fukushima

Kenneth ) Hatten
James E Post

Managing risk is an essential competency for today’s
executives. Accidents, natural disasters, and or-

ganizational failures of all types are expanding the risk
profile for all companies. The earthquake and tsunami
that struck Japan on March 11, 2011 has gripped the world
because of its severity, catastrophic consequences, and
death toll. Surely the first lesson to be drawn from this
experience is “Respect Nature.”

Beyond this lesson lie important risk management les-
sons. We divide them into two categories: Managing risk,
and Sharing responsibility.

Second, managing risk effectively during a crisis requires
that management quickly recognize the scale and scope
of the crisis it faces, and has people empowered to act,
able to assess the situation, prioritize the problems they
face, and mobilize the needed resources. TEPCO failed in
each phase of the response process. Its top management
failed to appreciate the risks it faced, and the company
was slow to act. Each failure has consequences and for
each, there is an explanation.

Identifying risk: On recognition, it seems that Japan’s nu-
clear regulatory authority and TEPCO had functioned in
harmony for at least 40 years without

Managing Risk

Risk management is an administrative
art as old as an organization itself. It
demands preparation and requires fast
and decisive responses and, when the
dust is settled, can be improved by af-
ter-action learning. We teach “Manag-
ing Risk” and have studied many of
the unexpected events that have re-
cently changed the world, including
the Fukushima nuclear disaster, and
have drawn some lessons.

First, preparation makes a difference.
Having experienced earthquakes and
tsunamis for generations, the Japanese

Managing risk effectively
during a crisis requires
that management quickly
recognize the scale and
scope of the crisis it faces,
and has people
empowered to act, able to
assess the situation,
prioritize the problems
they face, and mobilize
the needed resources.

a major incident. An unquestioning
media also enabled TEPCO to avoid
tough questions and public account-
ability. The scale of the disaster and its
speed left both regulators and TEPCO
in shock. A lack of preparation height-
ens the likelihood of corporate shock
when disaster strikes. And, shock is
paralyzing.

Prioritizing risk: Shocked and unable
to purposefully respond, a power
vacuum arose at Fukushima-Daiichi
that the Japanese government reluc-
tantly filled. Hampered by a lack of lo-
cal and technical knowledge, the

people responded quickly and cor-

rectly. Thousands moved to higher ground in the few
minutes between the massive earthquake shock waves
and the giant tsunami that inundated their homes and
businesses. That so many survived is testimony that peo-
ple and societies can learn, prepare, and respond in a
crisis. Tokyo Electric Power Company’s (TEPCO) re-
sponse, however, demonstrates that it had not learned
enough from its past to prepare for the crisis it faced and,
so, was unable to respond effectively.
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government was not effectively con-
nected to TEPCO'’s operations, so it too was unable to set
priorities and execute quickly. It lacked the ability to reach
those who could help. It did not know who they were.
Setting priorities is impossible without preparation and
without empowering people to act. At Fukushima, lower
rank frontline workers displayed uncommon courage and
heroism — ordinary people doing extraordinary things—
in their efforts to limit disaster. That this was necessary is
actually an indictment of top management whose lack of
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preparation placed so much responsi-
bility on front-line workers.

Mobilizing resources: In a crisis, some-
one must be in charge of mobilizing the
organization and reach out to people
with the competencies to deal with the
crisis. This would be impossible if they
don’t know who they are, where they
are, and how to reach them. Manage-
ment’s job includes not shooting them-
selves in the foot by making things
worse! As more resources are brought
to bear on the crisis, events will shift
what and who is important. The crisis
team has to keep this fact in mind.

Executives often have a tendency to
minimize bad news to preserve con-

trol in the hope of solving the problem alone. If the crisis

Executives often have a
tendency to minimize bad
news to preserve control
in the hope of solving the
problem alone. If the
crisis is severe, as at
Fukushima, executives
must know how to reach
inside and outside their
organization to access the
knowledge and expertise
they need.

Conclusion

is severe, as at Fukushima, executives must know how to

reach inside and outside their organization to access the
knowledge and expertise they need. At Fukushima,

TEPCO could have quickly tapped ex-
GE-Hitachi
Westinghouse (Toshiba), government

pertise  at and
experts, and the international nuclear
community.

Competency is revealed when people
invent solutions to problems they have
never experienced. Government may
have authority in industrial crises but,
as we have seen, it rarely has the op-
erational competencies or connections
to create a rapid response to a fast ex-
panding complex technologically
bound situation.

Sharing Responsibility

Responsibility sharing reverberated
around the world after the earthquake

and tsunami, revealed by responses of the global insur-
ance and reinsurance industries, emergency response pro-
grammes, charitable contributions, and direct assistance

The lasting lesson of
Fukushima is that the great
forces of nature are beyond
human control and present

risks that may force us
into assumptions that may
have inherent flaws.
Cooperation and shared
responsibility are vital if
countries and organizations
are to adequately prepare
for such risks.

to those in need. Millions of dollars have been donated
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through the International Red Cross
and other relief agencies. Each of these
reflects a system of shared responsi-
bility.

Businesses and governments need sys-
tems enabling them to anticipate, plan,
and respond to cope with such risks.
Preparation and learning from past
crises is leadership’s shared responsi-
bility. The lasting lesson of Fukushima
is that the great forces of nature are be-
yond human control and present risks
that may force us into assumptions that
may have inherent flaws. Cooperation
and shared responsibility are vital if
countries and organizations are to ad-
equately prepare for such risks.

A responsible reader may ask how to prepare for catas-
trophes? Here are several suggestions:

e First, ask, “What makes us nervous
now that we have seen Fuku-
shima? What did those who sur-
vived learn from it? What can we
learn?

* Second, explore these possibilities
with your executive teams, learn
who can do what, and where rel-
evant competencies lie.

e Third, develop a simple one page
checklist setting out whattodoina
crisis; 1,500 page manuals do not
help people in moments of crisis.

* Finally, expand safety drills to deal
with low probability, high impact
(so-called “black swan”) catastro-
phes.

Effective risk management is impossi-

ble without learning and preparation. Fukushima is an
enormous learning opportunity for all managers. Who
will accept that responsibility?
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Managing the Risk of Natural Disasters: Implications for
Competitiveness in Small Economies

Alvin G Wint

Whﬂe the last few years appear to have seen an in-
creased global incidence of natural disasters in

the form of hurricanes, earthquakes,

This paper examines the peculiar risks from natural dis-
asters that confront small economies and assesses the
extent to which such economies can

tsunamis, volcanoes, tornadoes and
floods, the Great East Japan Earth-
quake and the resulting tsunami and
nuclear accidents have certainly riv-
eted the world’s attention to the poten-
tial destructive potential of major
natural disasters.

Although there was significant loss of
life and property in Japan as a result of
this sequence of natural disasters, it
could have been much worse. Japan,

Because all policy and

national policy and

quick national
implications.

implement measures that mitigate
these risks.

politics are essentially

Management of Risk in Small
Economies

politics in small
economies, changes in
policy or politics can have

The conclusion of the Jamaican Office
of Disaster Preparedness about the risk
of natural disaster in Jamaica typifies
a general principle about small econo-
mies; that is, they face significant lev-
els of risk. And that is one of the pri-

as one of the world’s largest and best
managed economies, and a country located in an earth-
quake-vulnerable zone, has an exacting building code
and has hosted the world’s most sophisticated earthquake
tracking system, with up to 1,000 seismic stations located
across the country. This system al-
lowed for early warning and the

mary reasons why small economies
have to be very specialized if they are to compete effec-
tively on world markets. Changes in the world market
conditions combined with the narrow set of products they
are likely to produce can have a devastating economic
impact. Similarly, because all policy and politics are es-

sentially national policy and politics

implementation of precautionary meas-
ures that mitigated the loss of life and
property. One of the questions raised
by the Japanese disaster therefore, is
How would other countries, particu-
larly those which are small and devel-
oping, cope with a natural disaster of
this scale and magnitude?

One such country has already pro-
nounced on this matter. The Office of
Disaster Preparedness and Emergency
Management of Jamaica has indicated
that 52 per cent of the Jamaican popu-
lation, which stood at 2.65 million in
2011, would be impacted by loss of life
or displacement if the Island was hit

The inherent riskiness of
small economies because
of factors lying outside of
the control of policy
makers, such as the risks
associated with natural
disasters, makes it even
more critical for them to
ensure that they reduce
the policy and
macroeconomic risks that
lie within their control.

in small economies, changes in policy
or politics can have quick national im-
plications. It is the combination of dis-
aster risk, market risk, and policy risk
confronting small economies that
Briguglio seeks to capture in his small
economy vulnerability index.2

The inherent riskiness of small econo-
mies because of factors lying outside
of the control of policy makers, such as
the risks associated with natural dis-
asters, makes it even more critical for
them to ensure that they reduce the
policy and macroeconomic risks that
lie within their control. Those small
economies that have experienced suc-

by an earthquake and tsunami of a
scale similar to that of the Great East Japan Earthquake
and Tsunami.
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cess in generating above average lev-
els of economic growth have done so precisely by

26 Briguglio, Lino (1995). “Small Island Developing States and their

Economic Vulnerabilities, World Development 26 (3), 507-515.
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maintaining stable economic and policy environments
that are conducive to the achievement of the fundamental
source of competitive advantage of a small economy. This
competitive advantage is the degree to which it is hospi-
table to international portfolio capital, foreign direct in-
vestment, international tourists, and international
residents.?’

That the majority of the world’s small economies are Is-
land states is no coincidence. In many of these cases, the
societies and economies are so small that there would be
no basis for independent management of these societies
and economies unless they were part of a larger territory.
These countries can mitigate their risks from natural dis-
asters. Companies operating in such economies can, and
should, develop disaster recovery

The literature on economic growth, while recognizing the
importance of a country’s location, places the greatest
impact on growth of national policy.?#? In the Carib-
bean, which is a region replete with small states, the ra-
pidity of recovery of the high income territory of the
Cayman Islands from the 2004 Hurricane, which devas-
tated and almost submerged the territory, stands in sharp
contrast to the problems the economically challenged Haiti
has experienced in recovering from its 2010 earthquake.

Conclusion

Although it would appear that there is an increasing in-
cidence of natural disasters, natural disasters are not new
to our world. Indeed, part of the apparent increased inci-
dence may also be attributable to more accurate reporting
and dissemination of information

plans that incorporate off-shore host-

ing of critical data services to facilitate
more rapid recovery of systems after
natural disasters.

These societies should put in place dis-
aster organizations, building practices,
and urban and national planning
processes that reduce the likelihood of
property damage from natural disas-
ters, and put in place contingency
measures to reduce the loss of life dur-
ing these disasters. But beyond these
risk mitigating measures, the most ef-
fective risk mitigating measure for

an almost existential risk
need to be particularly
concerned about
developing arisk
mitigating capacity that is
based upon a policy
orientation focused on
achieving adequate rates
of economic growth.

about natural disasters in the wake of

Small economies that face

the technological revolution that has
brought the world much closer to-
gether. In the seventeenth century, for
example, Port Royal in Jamaica was a
city that was more populous than New
York City, before Port Royal was de-
stroyed by an earthquake that killed
half of the city’s population. But this is
an incident that may well have gone
largely unnoticed by much of the rest
of the world.

Neither large nor small countries can

these small economies is the introduc-
tion of policy measures that promote economic growth.?

The 2011 Japanese natural disaster would have been far
worse if Japan were a poor country. Small economies,
many of which are islands and highly vulnerable to hur-
ricanes and earthquakes, cannot reduce their vulnerabil-
ity to natural disaster. They do, however, have within
their policy control the pursuit of initiatives that can al-
low their economies to grow. These economies do have a
capacity for growth because the converse side of the envi-
ronmental vulnerability of these societies is their envi-
ronmental attractiveness as residential locations.

2 Wint, Alvin G (2003). Competitiveness in Small Developing Econo-
mies: Insights from the Caribbean, Kingston, Jamaica: UWI Press.

28 Barro, Robert (1997). Determinants of Economic Growth: A Cross
Country Empirical Study, Cambridge MA: MIT Press.

avert natural disasters. What these
countries can do, however, is to put in place at corporate
and national levels, disaster preparedness and recovery
plans that are much easier to implement on a foundation
of economic strength. It is that foundation of economic
strength and the associated technological sophistication
that is the best risk mitigating device. Small economies
that face an almost existential risk need to be particularly
concerned about developing a risk mitigating capacity
thatis based upon a policy orientation focused on achiev-
ing adequate rates of economic growth. -,

2 Bloch, Harry and Sam Hak Kan Tang (2004). “Deep Determinants
of Economic Growth: Institutions, Geography and Openness to
Trade,” Progress in Development Studies, 4 (3), 245-255.
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Management of Crises: Lessons from Earthquake and

Mining Crises in Chile

Rafael Romero-Meza
Claudia Blanco-Vidal

Even though distant from each other, Chile and Japan
share a long history of natural disasters. In 1960,
Chile suffered the strongest earthquake recorded in his-
tory. As a result, an extremely large wave was generated
which travelled through the Pacific Ocean reaching the
coasts of Hawaii and Japan, among many other Pacific
coasts.

Both Chile and Japan are seismic countries and their in-
habitants have learned to deal with earthquakes. Yet when
a major disaster strikes, in both these countries, precau-
tionary measures are seldom enough
to cope with the magnitude of these

and resource needs so that they can react with the neces-
sary flexibility and speed to minimize the damage. In the
case of Chile, weakness in dealing with natural disasters
was evidenced by many problems that occurred after the
earthquake. The main difficulties revolved around com-
munication, public order, funding for victims’ relief, and
the design along with the implementation of rebuilding
programmes.

Chile is also a mining country and has witnessed many
disasters in the past. On August 5, 2010, a tunnel col-
lapsed trapping 33 miners at 700 me-
ters under the sea level. The whole

natural events.

A year ago, on February 27, 2010, at
03:34 AM, Chile suffered another earth-
quake, one of the largest in its history,
measuring 8.8 degrees on the Richter
scale. On March 11, 2011, Japan suf-
fered a major earthquake that reached
9.0 degrees Richter. Both countries lost
many lives.

Currently, Japan is struggling with the
effects of damage to the Fukushima
nuclear plant as a result of the tsunami

Given that there is no way
to prevent natural
disasters, each country
should ponder their
appropriate training and
resource needs so that
they can react with the
necessary flexibility and
speed to minimize the
damage.

world watched how the miners were
rescued after 70 days and how Chile
successfully dealt with the natural dis-
aster. Considering the Chilean stand-
ards of living and technology condi-
tions, the Government of Chile re-
sponded promptly to the miners’ dis-
tress, providing emergency funds and
asking other countries for technologi-
cal help, and finally getting all the min-
ers rescued alive, which was indeed a
remarkable achievement.

What has Chile learned from these cri-

following the earthquake. Chile does
not have nuclear energy and thus
faced a different set of problems than Japan.

Yet, in both cases, the Chilean and Japanese people real-
ized how poorly both countries were prepared for these
kinds of events. Japan is a developed country that is
known for its technological expertise as well as high
standards of living. Also, it is believed that they generally
have a better preparedness for natural disasters. How-
ever, when a tsunami hit the city of Okuma, where the
Fukushima nuclear plant was located, Japan’s techno-
logy could not cope with this nuclear catastrophe.

Given that there is no way to prevent natural disasters,
each country should ponder their appropriate training
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ses and their management?

Communication

In Chile, the earthquake disrupted the communications
system. For several hours, the affected regions were com-
pletely blacked-out. The lack of communication between
regions delayed damage assessment and arrival of aid.
The first lesson that the authorities learned was the need
of a parallel communications network that could link the
government, the army, and the police authorities as well
as the first rescue agencies.

In the case of the mine disaster, the owners tried to hide
the problem. But the miners’ families took initiative in
building a camp near the accident site the day after in
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order to draw the government’s atten-
tion to the crisis. People were empow-
ered and Chile’s President instructed
the State Secretaries to take direct
charge and stay constantly in touch
with the families and rescue teams.
Communication to local and national
communities was made possible from
the moment the news of the accident
spread through the newspapers, televi-
sion, and radio news reports.

On the other hand, in Japan, given their

Good, clear, and well-
timed communication of
the facts can allow any
country to get, in a short
time, support from
international experts and
organizations, by
establishing cross-country
inter-disciplinary teams.

TV. This strategy was fundamental to
structure the required rescue activities
inan environment of public order. Only
police officers were used for the pur-
pose.

Even the Government of Japan could
maintain public order and manage the
crisis situation efficiently during the
most critical moments after the natu-
ral disaster.

Funding of Rescue and Reconstruc-

advanced technology, within a few
minutes of the occurrence of the two natural disasters,
the entire world knew about their consequences as well
as the course of action taken by the authorities. What it
proves is that good, clear, and well-timed communica-
tion of the facts can allow any country to get, in a short
time, support from international experts and organiza-
tions, by establishing cross-country inter-disciplinary
teams.

Public Order

After a natural disaster hits a region, maintaining public
order assumes paramount importance. It facilitates fast
response from the rescue agencies and helps them pro-
vide food, clothing, and other basic services for families
in a more timely fashion. Concepcién was the main dis-
aster-affected city in Chile. Just for a few hours after the
earthquake hit the city, the police were
unable to keep the public under con-

tion

Countries with high likelihood of natural disaster should
create savings mechanisms to raise funds over time in
anticipation of these events. The financial resources will
help the state to face the emergency needs in the short
run, and meet the rebuilding requirements in the medium
and long run.

Chile had accumulated enough financial resources as a
result of the high price of copper, one of its main exports.
This allowed them to face the first stage of the reconstruc-
tion. However, these resources were limited and the needs
of the affected regions and families were much more than
estimated.

In the case of miners, the Chilean Government had the
necessary assets to meet the objective of rescuing them.
However, in the Fukushima catastrophe, despite the avail-

ability of funds, the Japanese State

trol, which resulted in looting and cre-
ated a general panic among the
population. This kind of phenomena,
caused by the lack of timely action by
the authority, has been documented in
other countries too, e.g., New Zealand
after a large earthquake in 2010.

In the case of the mining disaster in
Chile, the President commissioned the
Minister of Mining to coordinate the
rescue activities. The Minister and the
other public and private entrepreneurs
lived in the camp, kept in touch with
the miners” families, and gave them all

Seismic countries should

standards for building and
infrastructure. Both Japan
and Chile have these
norms and standards in
place. In both the
countries, most of the
casualties were due to the
tsunami, not the
earthquake.

could not control the atmospheric
damage caused by radiation in the
short run.

have minimum safety

Final Remarks

The decisions regarding the location
of housing and industry should be
made considering the likely impact of
the natural disasters such as earth-
quakes, floods, volcano eruptions, tor-
nados, and tsunamis. Moreover, early
warning systems should be installed
that would work round the clock in
order to protect the civilians’ lives. This
would be important for forming a good

the relevant news before they were on

communication system that would
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work well under all circumstances. Ja-
pan excels in this area and Chile must
improveit.

Seismic countries should have mini-
mum safety standards for building and
infrastructure. Both Japan and Chile
have these norms and standards in
place. Inboth the countries, most of the
casualties were due to the tsunami, not
the earthquake.

In Chile, most of the infrastructure fail-
ures were on highways and bridges
with lower standards of construction.
In Japan, the old infrastructure suffered
the worst effects of the disaster. Decid-

ing to renovate the old infrastructure is shown to be a
way of minimizing the risk and consequences of natural
disasters, thus minimizing the resultant possible losses.

The rescue operation of the miners had a happy ending.
Communication systems worked, public order was in

Seeking help from the
international community
has proven to be an
important means of
overcoming natural
disasters. Reciprocity in
these cases is a collective
social responsibility of
public, private, and non-
governmental
organizations (NGOs).

place, and there was enough funding to support the en-

tire operation. But having all these ele-
ments does not always ensure success.
Japan had all the basic resources, yet
in the Fukushima nuclear plant, no
security plan ensured positive results.
The best strategy for potential problem
or catastrophe is to minimize it by tak-
ing preventive measures within highly
exposed areas or activities, such as
preparing contingency plans. The tar-
get must be to bind the negative effects
of natural disasters through sustain-
able development adopting new tech-
nologies as well as learning and
improving processes among people
and organizations engaged.

Finally, seeking help from the international community
has proven to be an important means of overcoming natu-
ral disasters. Reciprocity in these cases is a collective so-
cial responsibility of public, private, and non-govern-
mental organizations (NGOs).

What’s Lost in Crisis, Can be Regained in Crisis

Jean Yu (Yu Jing)

A region in response to a major catastrophic event
can always learn lessons from other regions that

have experienced similar challenges.
After the 2008 Wenchuan mega-earth-
quake, China learned a lot from Japan
and other earthquake-prone countries
in areas such as taking measures to
enhance construction quality supervi-
sion, exploring disaster insurance
schemes, strenthening the special legal
system for disasters, and so on.

The Japanese earthquake and tsunami
this year was particularly serious and
triggered a series of new problems. As
Prime Minister Naoto Kan pointed out,
the earthquake-tsunami crisis is the
biggest crisis Japan has ever faced in

People are extremely
vulnerable in situations
with great uncertainty
after a disaster. In such
times, the priority should
be to build trust and
belief, and then, minimize
damage with united effort,
rather than blaming or
questioning anyone.
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its 65-year post-war history. To overcome the difficulties,
here are some insights from my Chinese experience that

could be helpful.

First and foremost, it is important to
avoid magnifying problems and pes-
simistic thoughts. One must try to keep
a positive social outlook and strong
public opinion. In Japan, Tokyo Elec-
tric Power Company (TEPCO), as the
operator of the nuclear power station,
faced harsh criticism. The executives
of TEPCO were accused of failure to
manage corporate responsibility and
ethical systems. Actually, people are
extremely vulnerable in situations
with great uncertainty after a disaster.
In such times, the priority should be to
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build trust and belief, and then, mini-
mize damage with united effort, rather
than blaming or questioning anyone.
If this principle was followed in deal-
ing with the TEPCO nuclear crisis, the
situation could have been different and
both the damage to the company’s
reputation and the suspicion of Japa-
nese corporate governance model
could have been avoided .

Second, to deal with the aftermath of
disaster, market forces and individu-
alism cannot help; moral virtue and
collective consciousness should be re-
lied upon. One of the usual things in
unusual situations is that the normal
social and economic order gets dis-

One of the usual things in
unusual situations is that
the normal social and
economic order gets
disturbed. The process of
rebuilding requires lot of
caring for each other. At
this point, Japan and
China share similar
experiences of success
and similar cultural
background that puts
premium on social benefits.

success and similar cultural back-
ground that put premium on social
benefits.

Progress may sometimes follow
trauma. Catastrophes are sad memo-
ries during the course of human civili-
zation. In such events, unity of
humanity appears to be of great sig-
nificance. In confronting the dangers
and challenges arising from disasters,
it takes innovation and improved hu-
man relations to inspire wisdom of
collective action and explore more rea-
sonable institutional arrangements to
mitigate and resolve intense conflicts
and contradictions between mankind
and nature. And such wisdom can

turbed. The process of rebuilding re-
quires lot of caring for each other. At
this point, Japan and China share similar experiences of

even fetch positive results out of trau-
matic disasters, bringing back all the
good things that had been swept away.

Japan’s Earthquake: Economic Impact on Vietnam

Luc Can

n March 11, 2011, an earthquake measuring 9.0

Richter hit the Sendai region in North-East Japan.
It was followed by a tsunami wave, causing widespread
damages and losses. More than 10,000 dead have been
identified, with many still missing. Total damages were
estimated by insurance companies at more than US $300
billion. This number is expected to increase as more as-
sessment of the devastated areas is conducted. In addi-
tion, the radiation leak at the Fukushima nuclear gene-
rator is still unresolved and uncertainty about further
impact is hampering the return of business and life to
normalcy. This event particularly carries an emotional
effect across countries, because similar reactors are used
in other countries to generate electricity.

Economic Impact on Vietnam

Vietnam and Japan have established diplomatic and eco-
nomic cooperation over many years. In 2010, the two coun-
tries agreed on strategic partnership, and committed to
developing further cooperation between the two coun-
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tries in many areas such as diplomacy, trade, investment,
official development assistance (ODA), science and tech-
nology, education, and cultural exchange, among others.

Japan has been the largest bilateral ODA donor for Viet-
nam. The earthquake is expected to have little impact on
the ODA flows. Though Japan has declared a general
reduction in its ODA to foreign countries by 10 per cent,
there has been no decision in this regard for Vietnam. At
the Consultative Group meeting in December 2010, Ja-
pan had committed US $2.2 billion or 12 per cent of the
total ODA amount to Vietnam, which is likely to remain
intact. We, however, note that a rising Yen (after the quake)
can increase the debt service charge on ODA loans from
Japan. Vietnam needs to get US$ to buy Yen for this pur-
pose. With the VND depreciating against both curren-
cies, the debt servicing cost is expected to be higher.

FDI and FII flows from Japan might decline slightly, start-
ing with some delay in disbursements as an assessment
of the quake’s total impact is made. In addition, many
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Japanese manufacturers in Vietnam
rely on Japan both for material and
component import as well as market
of final products. It is likely that they
will notimport or procure material and
components from Japan either because
of the damages to their suppliers, or
because some of the material and com-
ponents are being used for restoration
in Japan. Nevertheless, in the medium
and long term, according to a recent
survey by JETRO, Vietnam will still
remain attractive to many Japanese
investors.

the damages to their

On the other hand, bilateral trade is
not likely to decrease. After the disas-
ter, there might be increased demand
in Japan for basic items such as food
(especially rice) and other commodi-
ties. The Vietnamese exporters of these
commodities may find opportunities to

Many Japanese
manufacturers in Vietnam
rely on Japan both for
material and component
import as well as market
of final products. It is
likely that they will not
import or procure material
and components from
Japan either because of

suppliers, or because
some of the material and
components are being
used for restoration in
Japan.

Besides, many sea ports on the east
coast of Japan were damaged, causing
transportation disruptions which
would also have an impact on Viet-
namese exports by ship. Use of air
transport would reduce the profit mar-
gins.

Tourism is seen to face an immediate
impact. There are no exact estimates
as yet, but many tourist companies
have reported cancellation of tours by
Japanese visitors to Vietnam. In March
2011, Saigon Tourist had to cancel a
tour of about 100 Vietnamese visitors
to Japan who had planned to enjoy the
cherry blossoms in April. Vinpearl
Joint Stock Company, which owns re-
sort facilities catering to Japanese tour-
ists in Khanh Hoa province, estimates
that the number of arrivals from Japan
would decline by one-third this year.

increase business due to their geo-
graphical proximity to Japan. In 2010,
Japan was ranked as the 4th most important trading part-
ner with Vietnam in terms of combined value of exports
and imports (GSO, 2011). Vietnam’s exports to Japan to-
talled US $8 billion (or 10% of total exports), comprising
mostly of basic commodities with low demand-elasticity.
Thus, their volume and value of trade is not likely to
change to a great extent. Vietnam imported capital goods
worth around US $8 billion from Japan, which is not likely
to decline. However, delays are expected as recovery
progresses. For instance, the shut-down of earthquake-
hit factories has interrupted Japan’s supply of electronic
products whose prices have thus risen in local markets.

Go Nuclear but Make it Safe

Narendra Bhandari

P | uclear power is one of the major sources of energy,
responsible for about 14 per cent of the global en-
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Finally, the leak in the Fukushima nu-
clear plant has caused concerns and debates among the
Vietnamese authorities regarding their plan of building
the proposed nuclear plant in the Ninh Thuan province.
The plan will be delayed while further assessment of the
leak is made.

In conclusion, the quake in Japan is anticipated to have
some impact on Vietnam in terms of slightly decreased
FDI and trade, and delayed projects. Tourism is likely to
be affected to a great extent. However, the good news is
that Vietnam is still seen as one of the most attractive
tourist sites and investment priorities for Japanese firms
and visitors. "

ergy generation, next only to thermal and hydroelectric
power. France is a leader in this technology, generating
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about 75 per cent of its power require-
ment from nuclear reactors.

Nuclear power has certain advantages
and disadvantages compared to other
modes of power generation. The main
advantage is that it is cleaner com-
pared to thermal power, which burns
coal or gas to generate heat and in the
process produces a lot of carbon diox-
ide, whichis a “dirty” green house gas,
responsible for most of the ills of glo-
bal warming, climate change, ozone
depletion, pollution, etc. Moreover, a
small amount of nuclear fuel can pro-
duce a large amount of energy whereas
in the case of thermal power, large
amount of fossil fuel is needed, mak-
ing transportation of fuel to the pro-
duction site very expensive. The major
disadvantage of nuclear power is that
it produces radioactive waste which
is a serious health hazard; also, the
strategy and techniques of nuclear

waste disposal needs improvement. The used nuclear fuel
can be reprocessed and reused but the nuclear waste re-
quires storage for hundreds or thousands of years for most

of the radioactivity to decay before it
can be handled safely. Furthermore,
any natural hazard can cause a seri-
ous catastrophe; the same is also true
of hydroelectric power. The cost of nu-
clear fuel is low but the capital cost of
building nuclear reactors is high; spe-
cifically, the cost of waste disposal is
enormous. Overall, the cost of produc-
tion of nuclear power is comparable to
thermal power.

Nuclear power can be produced in two
ways: By breaking (fission) heavy at-
oms (like uranium, thorium or pluto-
nium) and by combining (fusion) light
atoms (like hydrogen). But the natural
uranium or hydrogen cannot be di-
rectly used for this purpose; it requires
the lighter isotope of uranium (U-235)
for fission and the heavier isotope of
hydrogen (deuterium or tritium) for fu-
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A small amount of nuclear
fuel can produce a large
amount of energy whereas
in the case of thermal
power, large amount of
fossil fuel is needed,
making transportation of
fuel to the production site
very expensive. The major
disadvantage of nuclear
power is that it produces
radioactive waste which is
a serious health hazard;
also, the strategy and
techniques of nuclear
waste disposal needs
improvement.

There are nearly 500
nuclear reactors in the
world, most of which use
uranium. India’s crustal
rocks have little uranium,
which can be mined, but
its stock of thorium
amounts to about 25 per
cent of the world reserves.
India is therefore pursuing
the development of
thorium-based reactors.
That may solve the fuel
problem but not the
magnitude of disaster.

sion. Natural uranium has only 0.7 per
cent of uranium-235. Therefore, for us-
ing it as a fuel, it has to be enriched
through a complicated process, by first
making a suitable chemical compound
(hexafluoride) and then centrifuging it.
Fusion technique has not yet been per-
fected for commercial production but
from the point of view of radioactivity,
itis considered to be much cleaner than
fission. In fission, when a neutron
strikes a U-235 atom (which is the fuel),
it not only splits it and produces en-
ergy, but also produces two neutrons
which, in turn, meet two U-235 atoms
and thus multiply. In this way the
number of neutrons goes on increas-
ing by a factor of two in each of such
encounters. This multiplication of neu-
trons results in a chain reaction which
needs to be controlled; otherwise in a
highly enriched U-235, as used in an
atom bomb, it will, in a split second,
explode. For safety reasons and for

controlled generation of power, the enrichment of U-235
used in nuclear reactors is kept low. Control is exercised
by inserting a moderator (e.g., graphite) which slows down

and consumes the neutrons. The en-
ergy released in each of the fissions is
enormous and is used to heat water
which is used as a coolant. The steam
so produced or the other materials that
are used as coolant can run a turbine
to generate electricity, just as in the case
of thermal power. The heat from the
reactor has to be carried away faster
than the rate at which it is produced
so as to prevent the reactor from get-
ting overheated and melting. Melting
of uranium causes the radioactive ele-
ments to leak from the reactor produc-
ing serious health hazard. The
radiation emanating from the reactor
in nuclear reactions is also a serious
health hazard and is contained by
building thick walls to shield it. The
reactor and all the ancillary units are
extremely complex systems and have
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a zero failure tolerance. They also re-
quire decades of lead time to plan and
build.

In spite of all the safety measures, there
is always a chance, howsoever small,
of an accident. The accident could be
internal due to malfunctioning of some
of the vital operations (like cooling,
shielding of radioactivity) or external,
due to geological events (earthquakes,
volcanoes, or tsunamis) which cannot
be predicted. Because of this uncer-
tainty, nothing can be fully safe for ever
—neither a dam producing hydroelec-
tric power, nor a thermal power house,
or a nuclear reactor. It is the ensuing
disaster after a failure, in terms of

If our forefathers, who
discovered fire, had
decided to ban it for the
fear of forest catching fire
or those who discovered
electricity abandoned it

electrocution, where
would we be? The remedy
lies in perfecting the
technique for maximum
safety, and not in
banning it.

per cent of the world reserves. India is
therefore pursuing the development of
thorium-based reactors. That may
solve the fuel problem but not the mag-
nitude of disaster. Then there are the
fast breeder reactors which, in the pro-
cess, produce more nuclear fuel than
they consume. Thus we may never run
out of nuclear fuel, unlike fossil fuel.

for the fear of accidental

In the current global political scenario,
there is also a danger of proliferation
of nuclear fuel because it can be used
to make nuclear bomb. It can be stolen
by people who pose a threat to human-
ity. This danger is higher in case of
uranium and plutonium or breeder re-
actors and less for thorium.

which we must assess the safety.

After the Fukushima nuclear disaster in Japan earlier this
year, the wisdom of generating nuclear power has been
questioned. It may be noted that the disaster was not ini-
tiated by an inherent technical failure in the reactor but
by a series of natural events. The main cause was the
large surge of water brought in by tsunami, which was
triggered by one of the largest submarine earthquakes in
recent history. This resulted in electric blackout, which in
turn damaged the pumps required for cooling. This led to
partial meltdown of a reactor. How-
ever, this was not the first nuclear dis-

We must remember that solar energy,
considered to be the cleanest and safest, is itself nuclear
power-produced far away, in the interior of the sun by
fusion. The danger of a disaster does not mean that we
should stop creating nuclear power. Apart from provid-
ing electricity for daily use, nuclear power is essential for
submarines, large ships, space missions which go far out
in the solar system where sunlight is dim. We cannot
stop all these programmes. If our forefathers, who discov-
ered fire, had decided to ban it for the fear of forest catch-

ing fire or those who discovered

aster; earlier in 1979, the Three Mile
Island plant in USA, and in 1986, the
Chernobyl reactor in the USSR besides
several others in submarines and ships
faced similar problems. In some of
these cases, meltdown had occurred
and radioactive elements had leaked
into the atmosphere making food, wa-
ter, etc., in the surroundings unusable
and exposing people and animals to
severe radiation, resulting in some
deaths.

There are nearly 500 nuclear reactors
in the world, most of which use ura-
nium. India’s crustal rocks have little
uranium, which can be mined, but its
stock of thorium amounts to about 25

The danger of a disaster
does not mean that we
should stop creating
nuclear power. Apart from
providing electricity for
daily use, nuclear power
is essential for
submarines, large ships,
space missions which go
far out in the solar system
where sunlight is dim. We
cannot stop all these
programmes.

electricity abandoned it for the fear of
accidental electrocution, where would
we be? The remedy lies in perfecting
the technique for maximum safety, and
not in banning it. The minimum pre-
caution we can take is to build nuclear
reactors in geologically safe zones
where known natural disasters have
the least probability of occurrence. Al-
though the physics of nuclear power
generation is well understood, the de-
sign of nuclear reactors needs further
improvement, keeping safety in mind.
After all, it is only in the past half a
century that we have learnt to harness
the nuclear energy. It will increasingly
become more important as the coal and
gas reserves deplete, hydroelectric and

renewable sources of energy (solar,
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geothermal, wind, etc.) get fully used up, and energy de-
mand increases. Today, as far as nuclear power is con-
cerned, we stand at the cross-roads between the hope of

providing power sufficiency and the fear of facing a great
catastrophe. The choice is clear and safety must get the
prime attention.

Climate Change and Coastal Protection

Jawed Usmani
Sushil Vachani

he devastation caused by the powerful tsunami that

recently struck Northern Japan has urgently focused
attention on the ocean’s powerful impact on people liv-
ing along the coast. Though tsunamis are caused by earth-
quakes under the sea and have no

tion that rose significantly during the twentieth century.*!
As people moved to the coast, they used it for agriculture,
industry, and aquafarming. They built homes, pipelines,
and ports and dredged waterways to accommodate ship-

ping. As a result, in some places,

causal relationship with climate
change, the damage wrought by tsu-
namis will be magnified once sea level
rises by a couple of feet as a result of
climate change by the end of this cen-
tury, as scientists predict. Risks are
presented not just by tsunamis, which
occur rarely, but from more frequent ty-
phoons and storm surges that can de-
stroy homes, cripple livelihood, and
drive people to already-crowded in-
land cities. Climate change is likely to
intensify the hydrological cycle which
will, inter alia, result in an increase in
the frequency and ferocity of such ex-
treme weather. There are ways to blunt
the fury of the forces unleashed by cli-
mate change, but this calls for advance
planning, substantial resource com-
mitment, and skillful political manage-

Though tsunamis are
caused by earthquakes
under the sea and have no
causal relationship with
climate change, the
damage wrought by

tsunamis will be

rises by a couple of feet as
a result of climate change
by the end of this century,

as scientists predict.

coastal inlets were widened and it be-
came easier for storms to sweep larger
quantities of seawater inland onto fer-
tile land. Over the years, excessive use
of fertilizers and pesticides, not just
near the coast but inland as well, has
contaminated the seawater around ar-
eas where major rivers merge into the
ocean, killing off fish and ruining the
livelihood of fishing communities and
destroying coastal ecosystems and
their rich ecological diversity.

magnified once sea level

Effect of Rising Sea Level

Scientists estimate that sea level rose
by around 17 cms during the last cen-
tury. The international body monitor-
ing the effects of climate change — the
Intergovernmental Panel on Climate

Change (IPCC) - had previously esti-

ment to broker agreements among
diverse stakeholders and implement solutions.

Importance of Coast

A disproportionately high share of the world’s popula-
tion, 23 per cent, lives within 100 km of the sea at an
elevation below 100 meters.*® Population density on the
coast is three times the world average as a result of migra-

0 http://worldoceanreview.com/wp-content/downloads/
WOR_chapter_3.pdf
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mated that by the end of this century,
there would be an increase in the level of the sea by as
much as 60 cms. In the last few years, however, studies
have indicated that the increase could be a meter or higher
because of more rapid melting of polar ice.3? This will
cause higher erosion of coasts and greater level of storm

3 http://www.ipcc.ch/pdf/assessment-report/ar4/wg2/ar4-wg2-
chapter6.pdf

2 http://www.webpages.uidaho.edu/envs501/downloads/
Nicholls%20%26%20Cazenave%202010.pdf
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flooding, which will pollute freshwater with seawater
and erode agricultural productivity of land as it is
salinized. A tenth of the world’s population, about 600
million, lives at an elevation below 10 meters, referred to
as low elevation coastal zones.?® These people are espe-
cially vulnerable to the effect of rising sea levels. Millions
will be forced to abandon their homes. A rise in sea level
by one meter will inundate 17 per cent

tourist and cultural attractions such as the Sundarbans,
the Elephanta Caves, Rameswaram, Puri, and Digha and
states like Goa and Kerala.

The Coastal Economy

India’s marine fish output is around 2.7 million tonnes.
This is produced by over two million people, either di-
rectly or by adding post-harvest value.

of the arable land of Bangladesh caus-
ing a permanent loss of 20 per cent of
its agricultural output (mainly rice,
jute, and sugarcane). Egypt will lose
12-15 per cent of its arable land and 15
per cent of its agricultural output.
Higher storm surges will threaten
many coastal areas that experience
hurricanes, including the Indian sub-
continent, the Caribbean, the Western
Pacific, and the Southeastern US.*

and sugarcane). Egypt will

India’s Coastline3>

India’s coastline is 7,500 km long —
5,400 km on the mainland and the rest
onislands. Seventy-three of India’s 593
districts are on the coast. Seventeen per
cent of the Indian population lives in
these coastal districts. About five per
cent of the Indians, 63 million people,
live in low elevation coastal zones. The
Indian Ocean region contains a signifi-
cantly diverse population of coral, fish,
and marine mammals, many of which
are in danger of extinction. Most of In-
dia’s oil and gas reserves lie offshore,
in coastal or shallow waters at Bom-
bay High, the Krishna-Godavari Basin,
and the Gulf of Kachchh. About a third

Arise in sea level by one
meter will inundate 17 per
cent of the arable land of
Bangladesh causing a
permanent loss of 20 per
cent of its agricultural

output (mainly rice, jute,

lose 12-15 per cent of its
arable land and 15 per
cent of its agricultural
output. Higher storm
surges will threaten many
coastal areas that
experience hurricanes,
including the Indian
subcontinent, the
Caribbean, the Western
Pacific, and the
Southeastern US.

About 25 per cent of the coastal popu-
lation consists of rural women, living
in over 3,600 fishing villages. The ru-
ral poor on the coast are especially
vulnerable to disruption by extreme
weather. Their land is eroding and re-
sources are declining, while markets
remain inefficient. Among the 73
coastal districts, six are especially at
risk: two in Gujarat (Porbandar and
Junagadh), two in Orissa (Kendrapara
and Jagatsinghpur), and one each in
Tamil Nadu (Nagapattinam), and
Andhra Pradesh (Nellore). The coast
is also home to dense urban popula-
tion in 77 cities, the largest of which
are Mumbai (16 million), Kolkata (13
million), and Chennai (6 million). It has
hundreds of manufacturing plants,
many special economic zones, and
nearly 200 ports.

India’s coast is under tremendous
threat. Its stock of fish is falling rap-
idly and a third of its mangroves (im-
portant for limiting damage from sea
surges) have disappeared as people
exploit them for food and fuel. About
60 per cent of its coral reef is endan-
gered by mining, oil pollution, and

of the coastline contains rich mineral

deposits. In Tamil Nadu, there are de-

posits at a depth of as little as a meter, whereas in Orissa,
Andhra, Kerala, Karnataka, Goa, and Maharashtra, they
are at a depth of 15 to 25 meters. The coast is dotted with

33 http://www.earth.columbia.edu/news/2007/story03-29-07.php

3 http://www.ipcc.ch/ipccreports/far/wg_I1/ipcc_far_wg_II_
chapter_06.pdf

% This section draws from India - Integrated Coastal Zone Manage-
ment Project: Project Appraisal Document, World Bank.

VIKALPA ¢ VOLUME 36 ¢ NO 2 e APRIL - JUNE 2011

other human activities, as well as from
rise in sea temperature owing to climate change.

Action Underway

Unfortunately, India’s response to erosion of its coasts
and the challenges presented by the rising sea level has
been chaotic. There are numerous laws that provide the
bases for protective action, but implementation is poor.
There is inadequate coordination among the multiple
regulatory bodies with jurisdiction over the coastline. The
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government made its first attempt at systematic and coor-
dinated coastal management in 1991 with the Coastal
Regulation Zone Notification. In 2004, the Ministry of
Environment and Forests commissioned a committee of

of GHGs aggressively, it will take decades for the effect of
those measures to have a tangible impact. The current
high level of GHGs in the atmosphere pretty much guar-
antees that atmospheric temperature will increase (be-

experts, led by Professor M S
Swaminathan, to review this notifica-
tion. This committee made recommen-
dations governed by a dozen guiding
principles that advocate inclusive, cau-
tious, scientific, multi-disciplinary ap-
proaches to create sustainable
solutions for protecting the ecology
and livelihoods. In response, the Gov-
ernment of India launched a Rs. 1,156
crore (about $250 million) project for
Integrated Coastal Zone Management
in 2010, with the World Bank’s assist-
ance. The project includes an extensive
plan for hazard mapping of the Indian
coast to identify areas at risk. It will
also create institutions and build ca-
pacity for coastal management, includ-
ing pollution control and development
of livelihood options for communities
living on the coast. A National Centre
for Sustainable Coastal Management
has been established in Chennai at
Anna University.3® A number of con-
servation activities are proposed in
West Bengal, Orissa, and Gujarat.

Looking Ahead

The world needs to take urgent action
to reduce emission of green house
gases (GHGs) that cause global warm-
ing and climate change, but action is
painfully slow, partly because nations
are reluctant to restrict consumption
of less-expensive but more-harmful fos-
sil fuels, and partly because of differ-

The world needs to take
urgent action to reduce
emission of green house
gases (GHGs) that cause
global warming and
climate change, but action
is painfully slow, partly
because nations are
reluctant to restrict
consumption of less-
expensive but more-
harmful fossil fuels, and
partly because of
differences among leading
polluters as to who should
make the greater
sacrifices, and whether
developed countries
should compensate
developing countries for
the environmental harm
caused by the former’s

economic growth.

fore stabilizing as a result of mitigating
actions), and the sea level will rise and
storms will be more frequent and vio-
lent. So, it is imperative that actions be
taken to adapt to the changes. The first
assessment report of the IPCC, pub-
lished in 1990,%” indicated three kinds
of responses.

e Retreat. This involves recognizing
that the land and structures in
some areas will be too difficult and
costly to save. The people in these
places will need to be relocated
over the coming decades in a
planned and coordinated fashion.

® Accommodate.Some areas can sur-
vive, but will need to adapt by
changing building codes, stricter
regulation, and measures to pro-
tect ecosystems.

e Protect. In the case of some centres
of population and economic activ-
ity, the best option may be to create
protective barriers. These can be
“hard structural options,” such as
dikes, sea walls, and floodgates, as
in the River Thames, which are de-
signed to protect London. Or they
can be “soft structural options,”
such as afforestation, dune resto-
ration, and creation of wetlands.

The choices between the alternative
strategies will be difficult and fraught
with political manoeuvering as
stakeholders push for outcomes that

ences among leading polluters as to who should make
the greater sacrifices, and whether developed countries
should compensate developing countries for the environ-
mental harm caused by the former’s economic growth.
Even if the world miraculously agreed to limit emissions

36 http://www.ncscm.org/
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serve their narrow interests. There is need to inform and
educate the public of the unavoidable changes ahead,
and include local communities in open decision-making
rather than restricting it to selected influential
stakeholders and the policy elite.

37 http://papers.risingsea.net/federal _reports/IPCC-1990-adaption-to-
sea-level-rise.pdf
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Sound Judgments Must Not be Stifled by
Crisis Management Protocols

Krishna Pillai

he story is told that at the Fukushima Daiichi nu-
clear plant, the three reactors in operation began an

orderly shutdown when the Great
Tohoku quake of 2011 struck, even
though the magnitude at 9.0 was sig-
nificantly higher than the 8.3, the plant
was designed for. But when the tsu-
nami wave rolled in and all the 13
back-up diesel generators and all the
emergency cooling pumps were
knocked out, then an unprecedented
and unforeseen chain of events was set
in motion. It is said that the site man-
agement quickly came to the conclu-
sion that sea water cooling was
necessary even though this would
render the reactors permanently inop-
erable. But it took a further eight hours
for the Tokyo Electric Power Company
(TEPCO) management in Tokyo to
agree. In the event the meltdown of the
fuel rods may have been unavoidable
in any case but an additional eight
hours of cooling with sea water could
not have hurt. A similar story is told
about Hurricane Katrina where an op-
erating engineer had the possibility of

opening some valves and preventing flooding of some
areas of New Orleans but did not do so because such a

decision was explicitly excluded from
his authority and his superiors were
unreachable.

The question that arises is whether the
culture of an organization helps or hin-
ders individual managers to make judg-
ments at times of crisis or impending
disaster. Should the site manager at
Fukushima or the operating engineer in
New Orleans have had to wait for higher
authority as they did or should the or-
ganizational culture have permitted
them to bypass the chain of command?

The question that arises is
whether the culture of an
organization helps or
hinders individual
managers to make
judgments at times of
crisis or impending
disaster. Should the site
manager at Fukushima or
the operating engineer in
New Orleans have had to
wait for higher authority
as they did or should the
organizational culture
have permitted them to
bypass the chain of
command?

For judgments which must
be made in times of crisis,
the distinguishing and
dominating feature is that
time is of the essence.
They remain cognitive
processes even though
there is no time to think!
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In the managerial context, I take judgment to be that exer-
cise of mind which leads to actionable conclusions. It is

the fundamental activity for a manager
in his primary task of mobilizing ac-
tions towards his purpose. Judgment
is a cognitive process. It is drawn from
what is known or assumed or guessed
or inferred or deduced to come to a pre-
dictive conclusion of what is to be
done. However, the processes by which
judgments are reached are as numer-
ous as there are ways in which the
human mind works.

The “goodness” of ajudgment can only
be assessed long after the judgment it-
self and therefore it is the soundness
of judgment which must be sought
rather than the intangible goodness of
a future result. But a sound judgment
must also be consummated by the will-
ingness to exercise it.

A judgment in the managerial context
is always concerned with a choice
about the future — to do one thing rather
than another, or to choose one course
of action over another, or to choose one

person instead of another, or to choose one desired result
over another, or to choose one path instead of another.

Irrespective of country or organiza-
tion or culture or language, every
managerial judgment contains all the
fundamental characteristics of all
judgments:

® an objective with its conditions of
satisfaction
e areview of the current status

a conclusion regarding the future
action.

A “sound” judgment is the most
proper judgment possible at the time,
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but whether it is the best possible judg-
ment or not will always be uncertain.
The soundness of ajudgment is not de-
pendent upon the success or failure of
the subsequent actions. The variety of
processes that a manager must employ
to make a judgment means that it is
futile to look for a single process as
being “sound.” The quality of a judg-

A “sound” judgment is the
most proper judgment
possible at the time, but
whether it is the best
possible judgment or not
will always be uncertain.
The soundness of a

ment of the individual manager on the
front line of the crisis may not even come
into play. And when unforeseen sce-
narios are encountered, it becomes all
the more necessary that the individual
managet’s judgments take precedence
over inappropriate protocols or proce-
dures.

Herein, I think are the lessons to be

ment must be secured long before the
outcome can be known; it is the qual-
ity of the process to come to ajudgment
which can and must be secured.

It is by ensuring the robustness of the
process of coming to ajudgment that it

judgment is not dependent
upon the success or
failure of the subsequent
actions.

learnt from Fukushima and Katrina. In
both, it would seem that the prevailing
organizational culture hindered the
judgments from being made in the field
close to the disaster and shifted them
to headquarters. In both cases, the or-

becomes possible to predicate for the

soundest judgment possible, both for individual manag-
ers and collectively for the organization. For individual
managers, this entails making the quality assurance of
coming to judgment automatic and habitual. This is a
matter not only of training but also one of ensuring that
the environment is conducive to the application of the
quality gates to secure the soundness of the judgments.
At the organizational level, processes, procedures,
protocols, and methodologies need to be designed to en-

ganizational culture was such that it
did not encourage the operator at the front line to disre-
gard the chain of command. In the case of Fukushima, it
would seem to be a TEPCO-specific issue and not some
inherent aspect of Japanese culture.

But in both cases, the lessons are that:

a) Crisis management protocols must be flexible enough
to cater for scenarios which have not been envisaged,
b) The judgments of the competent

sure that the quality assurance is car-

ried out while coming tojudgment. For
judgments which must be made in
times of crisis, the distinguishing and
dominating feature is that time is of the
essence. They remain cognitive proc-
esses even though there is no time to
think!

protocols and processes
and limits of authority.

Organizational arrangements such as
crisis response or disaster manage-

The judgments of the
competent manager in the
field must, in times of
crisis, be allowed to
override the constraints of

manager in the field must, in times
of crisis, be allowed to override the
constraints of protocols and proc-
esses and limits of authority.

Sound judgments by front-line manag-
ers at the point of crises must not be
permitted to be stifled by the rigidity of
crisis management protocols. And that
all managers at all times have the in-
grained habit of going through a proc-

ment plans —by their very nature —pro-
vide for rigid procedures to be followed since there is no
time in the heat of the crisis for developing a response.
But these rigid procedures can smother the individual
manager’s judgments. If such procedures are further con-
strained by inflexible limits of authority then the judg-
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ess to assure the soundness of their
judgments is self-evident.

Reference:

Pillai, Krishna (2011). Essence of a Manager, Springer. v
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Contingency Funds as a Fiscal Policy Tool: A Reminder and
Lesson from the Japanese Nuclear Accident

Yilin Hou

The Great Recession of 2007-09 with the lacklustre
effects of monetary and fiscal policies highlights the
urgency and importance of a more close scrutiny of the
government’s counter-cyclical policies. The Japanese
Fukushima Daiichi nuclear plant accident and the
months-long oil spill in the Mexican Gulf by the British
Petroleum (BP) Corporation painfully remind us of an-
other indispensable aspect of fiscal

ties to reexamine whether the current policies contain
systemic loopholes, and consider creating an improved
network of policies with adequate policy tools to better
safeguard the future of our society. With an integrated
policy network, we can better maintain macroeconomic
stability on the cyclical side as well as social stability and
public safety on the acyclical side. This essay offers an
idea towards this holistic system of

policy, a part involving businesses:

policy design.

Neither of these two accidents was
from the economic downturn but both
cast huge negative impact on a global
economy that has been struggling for
recovery.

This severe recession had its root
causes in loose (or “liberated”) mon-
etary policy and inadequate regulation
(or deregulation) of the financial mar-
ket; the BP and Fukushima accidents
reveal the weakest link in our aware-
ness of and preparedness for indus-
trial disasters. The tremendous
damage caused by the recession and
the accidents so far has set all policy
makers and scholars in deep thinking
again about the role of government in
stabilizing the macro economy and the
policy tools that should be designed
and made available and should be
fully employed during a recession or
subsequent to a disaster. Before the re-
cession, most major economies had
been in chronic deficits and increas-

It is urgent for the public
policy and public finance
communities to reexamine
whether the current
policies contain systemic
loopholes, and consider
creating an improved
network of policies with
adequate policy tools to
better safeguard the future
of our society. With an
integrated policy network,
we can better maintain
macro-economic stability
on the cyclical side as
well as social stability and
public safety on the a-
cyclical side.

There have long been macroeconomic
debates about the necessity and effi-
cacy of the function of government in
economic stabilization as well as the
choice between monetary and fiscal
policy as the major policy tool for this
function. Fiscal policy dominated from
the 1930s to the 1960s and monetary
policy took over from the 1970s to 2000.
In this Great Recession, all central gov-
ernments fully exploited both mon-
etary policies and instruments. In 2002,
Nobel laureate in Economics, Robert
Solow, regretted, “there has not been
any serious discussion of fiscal
policy.” The recent recession and inci-
dents offer the most appropriate occa-
sion for serious examination of fiscal
policy and to correct the path of policy
development.

Effective economic stabilization re-
quires coordination of monetary and
fiscal policies as well as integration of

ing debts; during the recession, counter-cyclical fiscal
policy was heavily used but its effect had been compro-
mised. In the case of the two accidents, delayed reaction
by the concerned businesses (due partly to inadequate
resources reserved for relief of human life and assets)
added to the already devastating damage. Thus, it is ur-
gent for the public policy and public finance communi-
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the use of policy tools in the public and private sectors.
After all, the private sector accounts for the bulk of the
economy; without active participation of businesses,
stimulative efforts can hardly meet expectations. This
short essay expounds on an integrated policy network,
in particular the creation of contingency funds as an in-
herent component of government fiscal policy.
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An Integrated Policy Network

An optimal policy network must in-
volve both monetary and fiscal policy.
Monetary policy is designed to be coun-
ter-cyclical, with all its tools going
against the cycle. Interest rates and
money supply, for example, are de-
signed to go against the economic cy-
cle. Fiscal policies are of three types by
their cyclical features: procyclical, coun-
ter-cyclical, and acyclical. Procyclical
policies go with the economic cycle;
they are applied only when the
economy is in expansion. Counter-cy-
clical fiscal policies go against the eco-
nomic cycle: They are designed for and
expected to be effective when the
economy contracts; once the economy

To stabilize the economy
and to protect public
safety more effectively, it
is crucial that the public
sector (government) and
the private sector (firms)
work together. Thus, both
monetary policy and fiscal
policy necessarily contain
elements that involve
actions by the government
itself and also by

industries that involve high risks to
assets or human life, purchase of in-
surance has been a widely adopted
practice to cover unexpected damage.
But as the case of the American Inter-
national Group (AIG) demonstrated in
triggering off the Great Recession in
the United States, insurance firms
themselves are also subject to huge
moral hazard related risks. Thus, it is
not enough to rely solely on them. This
author advocates that central govern-
ments adopt a uniform policy that re-
quires firms in high risk industries to
set up contingency funds with a cen-
tral financial institution, in a similar
fashion as commercial banks do with

individual businesses.

the central bank.

starts to expand, such policies phase

out of use and are put on shelves. Automatic stabilizers
(like the progressive personal income tax and unemploy-
ment insurance) and budget stabilization funds are among
the counter-cyclical tools. The third type is acyclical, i.e.,
they are not related to fluctuations of the macro economy.
These are contingency funds. A government’s fiscal policy
is incomplete without carefully designed contingency
funds.

The reason for creating contingency funds is straightfor-
ward. To stabilize the economy and to protect public safety
more effectively, it is crucial that the public sector (gov-
ernment) and the private sector (firms)

Contingency Funds

The economic rationality of the proposed acyclical con-
tingency fund follows the same idea as tax smoothing for
the general public. The requirement of a certain level of
upfront precautionary financial resources can be of great
utility in correcting negative externality by firms. This
up-front cost is linked closely to benefits: Whichever firm
poses potential risk pays to set up such a fund. The costs
may shift forward to consumers or backward to provid-
ers, thus whoever benefits from the firm’s products shares
the cost.

The amount required for such a con-

work together. Thus, both monetary
policy and fiscal policy necessarily
contain elements that involve actions
by the government itself and also by
individual businesses. An ideal policy
network must have the two sectors in-
tegrated. In the finance/banking sec-
tor, the central bank requires
commercial banks to submit a certain
percentage of their absorbed savings
as deposits for possible bank rushes,
which may or may not be linked to the
economic cycle and is associated more
with any type of risks.

The requirement of a
certain level of upfront
precautionary financial

resources can be of great
utility in correcting
negative externality by
firms. This up-front cost is
linked closely to benefits:
Whichever firm poses
potential risk pays to set
up such a fund.

tingency fund is not tax; the payment
into the fund remains as the firm's as-
set. The asset, however, isnow in a trust
with government, as in an escrow ac-
count, for use only on occasions speci-
fied in the legislation that creates the
fund and in the charter that guides the
operation of the fund. The size of the
reserve is related to the amount of risks
exposed by the firm. There are three
major factors to consider in determin-
ing the fund size. The first is the prob-
ability of accident: Higher probability
imposes higher reserves. The second
is the scope of damage in case of an

In the business world, especially those
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Box: lllustration of the Integrated Policy Network

Government

Business

Policy Area

Cyclical Feature
Countercyclical

Interest rate; money supply

Deposit requirement

Acyclical

Monetary
Acyclical (Not applicable here) Deposit requirement
Procyclical (Not applicable here) (Not applicable here)
Fiscal Countercyclical Automatic stabilizers; budget stabilization funds Contingency funds

Intergovernmental grants; debt

Contingency funds

ple, the size of accident impact area, and the amount of
total social assets under impact of the accident. And, the
third is the duration of damage in case of an accident:
Longer lasting damage demands larger funds.

After the above-mentioned accidents, both firms (BP and
Daiichi) have (been required to) set up dedicated relief
funds, which is a necessary action long overdue. The
rushed process of fund construction, however, caused
disruption to the normal flow of business financial op-
erations and slowed relief work, weakening public trust
in government’s ability in handling catastrophes. Had
the funds been pre- established, the firms, the victims,
and the government would have all been in a much more
comforted position in handling the incidences.

To effectively implement these contingency funds, two
additional aspects are important. First, the reserve funds
will be under central government control. This is to pre-
vent local authorities from relaxing the reserve require-
ment in competition for business investment. Second, the
contingency funds must be regularly audited with full

What We Learned From Japan -

information disclosure for public oversight. Finally, pre-
liminary plans should be composed for each fund in
preparation for disaster relief. Every plan shall include
operation details such as (a) relief standards for loss of
life and assets, (b) procedures for damage verification and
relief application, and (c) timeline for immediate relief
and continuing assistance. With these done, the contin-
gency funds will be fully functional and can hit the
ground running in case of an accident.

Summary

This author proposes an integrated policy network with
both monetary and fiscal policies that actively involve
both the government and the private sector. Specifically,
the policy recommendation is to require the creation of a
contingency fund by each high risk business with a cen-
tral regulatory agency. Learning from past experiences,
this proposed integrated policy network will contribute
to better protecting the public and maintaining macroeco-
nomic stability.

And What We Still Need to Learn

Visty Banaji

I distinctly remember the time when Japanese precept
permitted India’s manufacturing sector to stand
proudly on its feet for the first time. Decades of protec-
tionism and licence-controlled output had atrophied
much of the musculature for productivity and quality that
Indian manufacturers may have inherited from their prin-
cipals, collaborators or founders. When liberalization
threatened to sweep away these artificial props, even the
best of the country’s corporates quivered at the prospect.
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Many of them turned to Japan for lessons from the glo-
bally recognized masters of manufacturing who seemed
to be then on their way to the economic conquest of the
world.

For Telco (now Tata Motors), whereIled Corporate HR at
the time, the saviour came in the form of Nawano San of
Shingijutsu. He was not a true blue-blooded Toyota
alumnus but he was more than adequate for what we
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needed. I used to accompany him to
our manufacturing facilities during his
initial pilots. Each such tour left me
amazed at the transformation a single
wise and wizened individual could
make to the way a 50-year old enter-
prise (with its own proud tradition of
manufacturing excellence coming, not
least, from its German parentage) man-
aged its manufacturing. Stories of
Nawano San’s ability to cut through
red tape, such as the time when he per-
sonally gas-cut a conveyor because the
normal approval process could not
move fast enough to get the layout
change he demanded, became the stuff
of legend in the organization. With his
undisputed pre-eminence as a practi-
cal trainer, his insistence on perfection

Telco may have been
among the first but was,
of course, not the only
corporate that pursued the
lean manufacturing path.
The lessons Japan taught
so freely became the path
for every Indian
manufacturer to survive
the international
competition unleashed by
liberalization and carry
the battle to other
markets.

where even the dust knows its place is
not on a public road. Obviously this
remarkable cleanliness demands inces-
sant effort and is only one manifesta-
tion of the social conscience that is so
central to the culture of Japan. I got an
even more memorable instance of this
trait when we were in Japan last year.
Our hotel room overlooked a busy
street in Kyoto which was, of course,
fairly deserted in the night. My wife
got up for a drink of water at 2:30 am
one night and happened to look at the
part of the street where the traffic light
at a pedestrian crossing was still op-
erational. Not a pedestrian was in sight
and certainly there was no policeman
on the scene. All the same, every single
car stopped at the traffic light as long

and his fearless chastisement of man-

as it was red and proceeded only when

agers who otherwise made the rest of

the organization tremble, Nawano San reminded me of
no character more than Yoda — albeit somewhat magni-
fied. Kaizen, which till then had been just a phrase one
came across in eagerly devoured articles in Fortune and
books by Ishikawa, became a manifested and experienced
force in front of our eyes.

Telco may have been among the first but was, of course,
not the only corporate that pursued the lean manufactur-
ing path. The lessons Japan taught so freely became the
path for every Indian manufacturer to survive the inter-
national competition unleashed by liberalization and
carry the battle to other markets. It may not be an exag-
geration to say that today’s trail-blaz-

it turned green. I do not need to draw
the contrast with Indian driving behaviour. And what
about our cleanliness? People who visit India for the first
time often comment on the contrast between the cleanli-
ness inside Indian homes and the filth that pervades just
outside our doorsteps or gated communities. It is as if the
moment we cross the thresholds of our homes, the locus
of our moral control is switched from internal to external
mode. So, if there is a policeman around, we will still
follow the traffic rules but conscience-driven checks seem
to lose their efficacy as soon as we leave our families and
premises. Small city-states or totalitarian regimes can en-
sure good conduct through policing — at least for a time.

A large democracy like India does not

ing MNCs of Indian origin in the
manufacturing sector could not have
come into existence but for this tute-
lage. The ‘machine that changed the
world” changed the face of manufac-
turing in India for ever.

There are two other lessons we can
learn from the Japanese that could be
even more valuable than the one that
reshaped our manufacturing sector.

Anyone who visits Japan is struck by

The ability to face extreme
adversity with courage
and steadfastness without
abandoning the core
principles of our Secular
Republic, may be the
lesson we need to learn
from the Japanese more
than any other.

have that option. Reports by the Comp-
troller and Auditor General or by one
Parliamentary Accounts Committee af-
ter another can only hold the mirror of
shame to our faces after the event—not
prevent the crises of conduct under
which we are drowning. Unless we
learn to internalize social mores, which
the Japanese do so well and seemingly
so effortlessly, scams, road-rage, un-
sanitary surroundings and all the other
symptoms of a weak social conscience
will continue to plague us.

the spotless cleanliness of a country
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The last lesson the Japanese have to offer us is kaifukuryoku
which they demonstrate when faced with misfortune. The
recent earthquake and Tsunami are only the latest exam-
ple of the unfair hand fate has dealt the Japanese nation.
Lloyd George once said “It is not what happens to you in
life that matters; it is the way in which you face it.” As
each calamity has befallen the Japanese, they have dem-
onstrated a spirit of resilience that has left the world gasp-
ing in admiration. India’s own star seems to be in the
ascendant in recent times. Even the recent financial Tsu-
nami that submerged many developed economies seemed

Sushil Vachani

his colloquium has brought together perspectives

from eight countries — Chile, China, India, Jamaica,
Japan, Sweden, Vietnam, and the US. The contributors
have shared their reflections on the implications for dif-
ferent nations, lessons that may be drawn, and important
questions that societies need to address, for example,
whether or not to rely on nuclear en-

to lap gently around Indian shores. Much as one wishes
that our good fortune continues uninterrupted, one has
to reckon with the possibility that the Moirae may turn
their baleful glances in our direction and test the strength
of our national character and of the fabric that binds us
together as a nation. Ultimately, the ability to face extreme
adversity with courage and steadfastness without aban-
doning the core principles of our Secular Republic, may
be the lesson we need to learn from the Japanese more
than any other.

resources, is how much to rely on nuclear energy in fu-
ture. Oshima notes the irony in the fact that Japan, the
only nation to suffer the effects of nuclear bombs, is now
facing the effect of radiation from a damaged nuclear power
plant. He urges Japan to reduce energy consumption and
replace nuclear energy with renewable sources. Japan

could build upon its position as the

ergy in future and how to be fiscally
prepared to handle disasters.

in dealing with disasters

Perspectives from Japan

The Japanese authors reflect on se-
lected important issues facing their
nation. Morimoto recommends that it
is important “to change our mindset
from preparing for ‘unexpected” dis-
asters to focusing on ‘expected’ disas-
ters”. He suggests that it might be
important to focus not only on rebuild-

The major shortcomings

and their aftermath are:
“communications, public
order, funding for victim’s
relief, and the design
along with the
implementation of
rebuilding programmes.”

leader in Lithium-ion rechargeable
battery technology to develop solu-
tions that tilt the balance in favour of
solar energy. Kitamura expresses dis-
appointment with the Japanese gov-
ernment for withholding analyses of
the potential consequences of nuclear
power generation in evaluating its de-
sirability compared to sustainable en-
ergy. Morimoto, himself a successful
entrepreneur, shares that Japanese en-
trepreneurs are divided with regard to
the use of nuclear power.

ing damaged cities, but on transform-

ing them into ones that can prosper

despite challenges from natural disasters. In addition to
developing more stringent infrastructure standards, citi-
zens must be willing to contribute in taxes to fund safety
programmes. He expresses his faith in the young to rise
to Japan's challenges, but asks that Japanese society ad-
justits educational system to better prepare entrepreneurs
and leaders.

A critical question for Japan, a nation with scarce natural
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Implications of the Japanese Disasters for
Other Nations

Wint observes from the Caribbean, that small island na-
tions, such as Jamaica, Haiti, and the Cayman Islands,
are especially vulnerable to natural disasters given their
large exposure to the ocean. He reaffirms the need for
proper disaster planning but notes that there is no better
insurance against disaster than sound national policy
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that builds economic strength and en-
hances a nation’s capacity to with-
stand shocks.

The events in Japan could naturally
have serious consequences for nations
such as Vietnam that are closely linked
with Japan through trade, investment,
and tourism. Can provides a brief but
fairly comprehensive analysis of the
likely effect on the Vietnamese
economy. He predicts a modest decline
in FDI and trade and some disruption

Japan’s remarkable “social
mores” enable it to create
a smoothly functioning
society. Her people
possess the will, admired
around the world, to face
up to disaster stoically
and bounce back from it
with resilience.

Managerial Perspectives

Banaji reminds us of the debt the manu-
facturing world owes to Japan for crys-
tallizing techniques to improve quality
and efficiency. Japan’s remarkable
“social mores” enable it to create a
smoothly functioning society. Her peo-
ple possess the will, admired around
the world, to face up to disaster stoi-
cally and bounce back from it with re-
silience.

Hatten and Post, as well as Romero-

in parts supplies, but a larger dip in
tourism in both directions. It is reas-
suring for Vietnam, however, that Japan’s development
assistance is likely to remain at planned levels and Japa-
nese investors will probably continue to view it as an
attractive destination.

Lessons from Other Nations

Yu shares her experiences from China, which has had its
share of devastation from earthquakes. She suggests that
itis best to hold divisive forces in abeyance till necessary
action is taken to address an emergency and get rebuild-
ing underway. Instead of undue questioning, emphasis

Meza and Blanco-Vidal, commend Ja-
pan on having used its learning from past experience
with earthquakes and tsunamis to install monitoring sys-
tems and develop expectations with regard to quickly
seeking high ground in anticipation of tsunamis. Japan’s
meticulous preparation probably saved tens of thousands
of lives. As Hatten and Post note, however, the handling
of the Fukushima plant’s crisis was marked by confu-
sion, which highlights the need for managerial prepar-
edness. Hatten and Post, who have systematically studied
risk management, provide a managerial perspective on
how to prepare for and address challenges presented by
disasters. It is crucial that personnel be “empowered to

should be placed on building trust and
bringing parties together for concerted
action. “Moral virtue and collective
consciousness,” more typical of
communitarian societies than indi-
vidualistic ones, ought to take prec-
edence over “market forces and
individualism.”

Chile, like Japan, has suffered a great
deal from severe earthquakes and tsu-
namis. Romero-Meza and Blanco-
Vidal share a valuable Chilean
perspective — that the major shortcom-
ings in dealing with disasters and their
aftermath are: “communications, pub-
lic order, funding for victim’s relief,
and the design along with the imple-
mentation of rebuilding programmes.”
They acknowledge the role that public
pressure can play in motivating re-
sponsible stakeholders to step up with
disaster relief.
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While some nations, like
Germany, are phasing out
nuclear power, others, like
China, will continue to
rely on it to meet rising
needs. Even in Japan,
where the Fukushima
disaster has made people
pause and question
reliance on nuclear power,
it remains to be seen
where public sentiment
and political resolve will
settle with the passage of
time.

act, able to assess their situation,
prioritize the problems they face, and
mobilize the needed resources.”

Pillai places importance on the role of
sound judgment and advocates that
organizations strive to achieve it by
creating robust processes to empower
managers. This calls for “ensuring that
the environment is one conducive to
the application of the quality gates to
secure the soundness of the judg-
ments”. Though anticipated response
times are typically short during crises,
making it necessary for disaster re-
sponse plans to stipulate rigid proce-
dures for responses, this can “smother
the individual manager’s judgments,”
creating tensions between the need for
quick response and sound judgment.
Another important factor that Pillai
draws attention to is the importance of
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empowering personnel close to the site
of the disaster to act on their judgment.

Kitamura, from Japan, stresses on the
need to systematically map anticipated
damage from disasters such as earth-
quakes, tsunamis, volcanic eruptions,
and failed dams, as a way to enhance
His
Morimoto, also urges that various as-

preparedness. compatriot,

pects of city planning, such as build-
ing standards and highway designs,

Tsunamis can cause a lot
of damage but they occur
rarely. Sea surges and
hurricanes, which are
slated to become more
frequent and violent in the
coming decades will pose
a greater threat.

can cause a lot of damage but they oc-
cur rarely. Sea surges and hurricanes,
which are slated to become more fre-
quent and violent in the coming dec-
ades will pose a greater threat.

Ageing Society - Changing
demographics, with far fewer young-
sters projected to support higher pro-
portion of retirees, are threatening a

number of societies, especially Japan

and many other developed countries,

should be periodically reviewed to pre-
pare for natural calamities. These
views are echoed from Chile by Romero-Meza and Blanco-
Vidal, who also underscore the importance of “establish-
ing cross-country inter-disciplinary teams” so that the
best technology can be utilized for rescue. Within the coun-
try, they recommend creation of “parallel communica-
tions networks,” hoping that redundancy can improve
the odds of securing essential communication during cri-
ses, providing a lifeline to support rescue.

Critical Questions for Future

Nuclear Energy — Bhandari explains how nuclear power
is generated in a layman’s terms. He acknowledges the
risks associated with nuclear power, but suggests that
given the world’s energy appetite and limited resources,
it would be smarter to focus on enhanc-

including the US. Even China, owing
to its one-child policy will run into this challenge in com-
ing decades. Mittal discusses this challenge in Japan’s
context, and touches on remedies such as immigration,
higher retirement age and inclusion of more women in
the workforce.

Fiscal Preparedness — A number of authors, including
Romero-Meza and Blanco-Vidal from Chile, and
Morimoto from Japan, stress the need for nations to set
aside savings as part of preparedness for disasters. Hou
takes this further to suggest that governments’ repertoire
of fiscal policy tools should include creation of contin-
gency funds by companies that present risks to society,
just as banks are required to maintain deposits to cover
the possibility of a run on the bank. The size of the funds
would depend on probability of occurrence of accidents,

and scope and duration of predicted

ing safety of nuclear power generation

rather than abandoning it. While some
nations, like Germany, are phasing out

Japanese companies are

damage, data that could perhaps be
drawn from Kitamura’s “damage fore-
cast maps.”

nuclear power, others, like China, will
continue to rely on it to meet rising
needs. Even in Japan, where the
Fukushima disaster has made people
pause and question the reliance on nu-
clear power, it remains to be seen
where public sentiment and political
resolve will settle with the passage of
time.

Climate Change — Usmani and I draw
attention to the urgent need for coun-
tries across the world to implement
adaptation measures to protect the
coasts from devastation that will be
caused by the oceans as climate
change causes them to rise. Tsunamis

likely to move some of
their manufacturing out of
Japan to reduce risk,
combat the effect of the
higher yen, and access
scarce specialized labour
skills. Under these
circumstances, Japan may
be tempted to resist
opening its markets —
perhaps receding into
greater isolation.
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Globalization and Trade Policy - Ja-
pan has long been criticized for being
relatively closed to international trade.
Mittal presents the example of contem-
porary practices in the IT industry
where Japanese companies still seem
to work on the Keiretsu model of favour-
ing companies with which they are
connected as members of a formal or
informal business group. This can have
the result of penalizing Japanese com-
panies if they deny themselves access
to cost-effective IT offshoring that has
become so common in recent decades
with globalization.
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The current crises will bring new challenges. Japanese
companies are likely to move some of their manufactur-
ing out of Japan to reduce risk, combat the effect of the
higher yen, and access scarce specialized labour skills.
Under these circumstances, Japan may be tempted to re-
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We live in the midst of alarms; anxiety beclouds the
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future; we expect some new disaster with each
newspaper we read.

— Abraham Lincoln
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