Regional and Industrial Promotion
Study in Hokkaido

Study Report

I

-

October 2015
Hokkaido International Center,
Japan International Cooperation Agency

HKIC

JR
Hamanasu Foundation 15-002







Introduction

Japan is facing depopulation, particularly in rural areas, an aging society, and a concentration of
people, goods, and capital in large cities. In response to these issues, the Japanese government
established the Comprehensive Strategy for Overcoming Population Decline and Revitalizing Local
Economies in December 2014. Specific regional promotion and revitalization plans are now under
development.

The population in Hokkaido is on the decrease after peaking in 1997 with approximately 5.69
million people. According to the National Institute of Population and Social Security Research
(IPSS), the population here will decrease to approximately 4.19 million by 2040 due to natural and
societal causes (population in 2010: approximately 5.5 million). To maintain a stable population, the
Hokkaido government established strategic plans. These include development of businesses that
leverage Hokkaido's strengths, creation of employment opportunities, preparation of livable
environments, and inviting people to Hokkaido to live. These plans are under implementation in
each area of Hokkaido. Depopulation and an aging society are already apparent issues in more
developed countries. The same issues will rise in developing countries. Therefore, it is necessary to
understand how Japan approaches these issues and then apply the same approaches to assist
developing countries.

The Japan International Cooperation Agency (JICA) has 15 branch offices in locations throughout
Japan and implements projects that utilize the characteristics and features of each region.
Municipalities, universities, research institutions, private companies, and citizens' organization
groups such as NGOs cooperate in these projects. JICA Hokkaido International Center established in
1996, too, implements a wide variety of projects. They include the following: hosting of participants
for training programs highlighting the features of Hokkaido such as agriculture, forestry, fisheries,
environment, and tourism; working with local governments to provide grass-roots level technical
assistance; dispatching JICA volunteers; supporting development education; and providing
assistance to small and medium-sized enterprises. In February 2015, the Japanese Cabinet approved
the Development Cooperation Charter. As this explicitly requires strengthening of public-private
sector partnership as well as collaboration with local governments, JICA is required to further
contribute to regional revitalization in Japan.

In July 2003, the JICA Research Institute published the study report "International Application of
Regional Revitalization Experience in Japan" to describe how domestically acquired knowledge and
experience can assist developing countries. In Hokkaido, JICA conducted the "Hokkaido Regional
Promotion Case Example Survey" (March 2001) and the "Examination of Effective Use of
Hokkaido's Regional Features in International Cooperation" (September 2007) for the same purpose.
However, few case studies describe how the experience and knowledge accumulated in developing
country assistance can contribute to strengthening of the local economy and realization of regional
revitalization in Japan including Hokkaido. Against this background, we conducted this study to
fully understand the regional promotions and associated issues in Hokkaido.

The study first introduces some case examples of Hokkaido regions whose revitalization activities
effectively leverage their capabilities. It then discusses how JICA can apply its knowledge and
experience to these regional activities. JICA visited the subject regions to grasp the background,
objective, and issues concerning the activities and so this study makes arguments based on the
fieldwork result. Finally, it describes the assistance that JICA can provide within the current
framework and also proposes new approaches. We hope this study report will be of use to the JICA
offices in Japan, municipalities, universities, research institutions, citizens' organizations, and
companies.



During the course of study, we received valuable opinions and advice from the Advisory Committee
consisting of experts on various aspects of Hokkaido. We were also able to collect region-focused
opinions and requests in the places we visited. I would like to take this opportunity to express my
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Regional and Industrial Promotion Study in Hokkaido
Summary

Background and Objective of the Study

The objective of this study is to further improve the quality of JICA projects by addressing to
the diversified needs of developing countries appropriately. For the purpose of the study, we
collected and analyzed the economic and social stateof Hokkaido and case examples of regional
promotions implemented by individual municipalities.

We also explored the potential direction of international cooperation which would promote
development of developing countries and revitalization and globalization of Hokkaido. This
exploration was based on our understanding that the relationship between Japan and developing
countries has been dramatically changing. The example of the changes includes increased
visitors to Japan from developing countries, increased international exchanges, and maturation
of developing countries as export markets.

The study consists of three steps: @ understand Hokkaido, @ provide regional and industrial
promotion case examples, and @ explore the possibility of JICA projects contributing to
regional and industrial promotions. The Advisory Committee, consisting of business,
administration, academic, financial, and news media experts in Hokkaido, was established for
this study. We conducted the study while taking into consideration their advice and put together
information on the applicability of Hokkaido regional and industrial promotions to international
cooperation and possible contribution of JICA projects in regional revitalization in Japan.

® Understand Hokkaido @ Provide regional and industrial promotion case

O  Organize statistical data of 179 examples

municipalities O  Select 20 regions as subject regions
O QOutline the environmental facts (@] Divide activities into “town development,”
O  List prefectural issues “industrial promotions,” and “wide area
O Identify the direction and measures to collaboration”

resolve the issues O Interview with subject organizations

O  Summarize the case examples

Advisory Committee <}

0

® Explore the possibility of JICA projects contributing to regional and industrial promotions
O  Applicability of Hokkaido regional and industrial promotion case examples to international cooperation
O  Possibility of JICA projects contributing to local revitalization and expected outcome

Study subjects:  the private sector which plays a central role in the regional economy
and regional promotion plans established by the administration

Current State and Issues of Hokkaido

Hokkaido is characterized by a large area with widely distributed municipalities; its area
occupies 22.1% of the entire land area of Japan, and its population accounts for 4.3% of the
entire population. Low temperatures and heavy snow during the winter are another
characteristic of the area. The economy of Hokkaido is so-called the "4% economy" because its
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FY2012 gross product of 18.1241 trillion yen (nominal) accounted for 3.8% of the FY2012
GDP of 474.4749 trillion yen (nominal).

The breakdown of Hokkaido industry shows higher percentages of primary and tertiary
industries, but a low percentage of secondary industry. Secondary industry accounts for only
2.1% of the nationwide total.

One of the issues of Hokkaido is late development. Development of Hokkaido started later than
Honshu, resulting in slower development of social infrastructures. Also, development and
maintenance of social infrastructure is often costly because of the two characteristics of
Hokkaido: a large area with widely distributed municipalities, and low temperature and heavy
snow in winter.

The 1995 and 2000 census data indicates that the population of Hokkaido decreased by 0.2%
during this period while the national population increased by 1.1%. The percentage of elderly
people (65 years old and older) is 14.8% in Hokkaido compared to the national average of
14.5%. Hokkaido therefore needs to take the initiative in addressing the depopulation and aging
society issues.

As described above, Hokkaido is facing a shrinking economy and rapid decrease in population
particularly in rural areas. The Hokkaido government addresses these issues by implementing
regional and industrial promotions that make full use of regional resources. Features of such
promotions include "safe and reliable food" and "tourism." These features are considered to
have comparative advantage in creating independent and sustainable regional communities.

Case Examples of Regional Promotions

In this study, regional revitalization is divided into town development, industrial promotion, and
inter-municipality collaboration depending on the types of activity.

Characteristics

Town development

Building of society such as a new health-promoting and eco-friendly
society

Industrial promotion

Regional economic revitalization and employment creation in the fields of
business that take advantage of resources of the region

Inter-municipality Adjustment of interests and creation of high added value resulting from
collaboration wide-area promotion involving multiple municipalities
(1) Case examples of past regional revitalization highlight the importance of the key person of the

2

subject region. In this study, analysis of the obtained data suggested that each region had
developed a unique revitalization method, mechanism, and system. Strong leadership, strategy
and tactics considering environmental changes and strengths of the region, approaches and
sytem development for regional revitalization, including team building and partnership building,
are some of the examples. In each region, the government and private sector work together to
fully analyze the characteristics, history, and human and natural resources of the region to
implement the most suitable revitalization measures.

Style of regional revitalization varies with region. Revitalization support therefore needs to be
tailored for individual regions because it is unrealistic to analyze a limited number of success
factors, select model examples, and apply them to multiple regions.

Summary 2



The table below shows the characteristics of the activities implemented in the 20 subject regions.

Municipality

Interviewee

Theme

Town development

Yubari City

Yubari city government

Regional revitalization through compact city
creation and effective use of locally-produced
energy

Shimokawa . Building of a sustainable community with
Shimokawa town government :
Town energy independence
Shikaoi Hoklaido Tourism Regional revitalization by creating new tourism
Town Association (NPO) & y &
Iwanai Iwanai Art Association Regional revitalization through cultural
Town (NPO) promotion and art education
Bibai Cit Arte Piazza Bibai Regional revitalization featuring industrial
Y (government-certified NPO) | heritage
Tobetsu Social welfare corporation Yu | Regional revitalization by creating an inclusive
Town Yu society

Esashi Town

Esashi Historical Resource
Study Group

Shopping street revitalization using historical
resources

Taking part in the Eco-Model City Project

Il\%zsrl:o Niseko town government through town development with resident
participation
. Social Business Create Regional revitalization by supporting
Kushiro . e . :
City Conference (general vocational rehabilitation of impoverished
incorporated foundation) individuals
Okhotsk Oumu's Treasure Regional revitalization by using a natural
Oumu Town . )
Rediscovery Council resource named after the town
Higashikaw | Higashikawa town Regional revitalization through a
a Town government locally-produced rice brand
Eniwa Agricultural and . T .
Eniwa City | Livestock Product Market Regional 1fev1ta11zat10n through resident-farmer
. collaboration
g Council
g Muroran . Regional economic revitalization through
. Muroran city government . . . .
% City industry-university-government collaboration
= . Japan Nordic Walking School | Regional revitalization by featuring regional
£ | Date City .
2 (NPO) resources: exercise and food
S
£ | Sunagawa Sunacawa city eovernment Regional revitalization by collaborating with
City & vE the local shopping street
Furano City Furano Machlzukurl Regional promotion by revitalizing the city
Corporation center
Haboro Revitalization Conference for . S .
. . Regional revitalization by creating a new
Town (Teuri | Our Teuri Island (general > .
. . business on the island
Island) incorporated foundation)
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Inter-municipality

Obihiro city government Regional revitalization by creating industrial
Tokachi area wachizaid clusters through inter-municipality
g Tokachizaidan collaboration
g Abashiri Abashiri River Basin Regional revitalization through
= . Agriculture-Fishery Liaison | agriculture-fishery liaison in the Abashiri River
= | River basin . .
S Council basin
Okhotsk .OkhOtSk Terroir (gen;ral Rural development using the “terroir” approach
area incorporated foundation)

1)

2)
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Overview of the State and Needs of Developing Countries and Regional
Promotions in Hokkaido

Hokkaido is facing rapid depopulation and concentration of people, goods, and capital in large
cities. Developing countries are either facing these problems already or likely to face them in
the future.

This study examined success factors, bottlenecks, and applicability to future international
cooperation of 20 regional promotions in Hokkaido from the viewpoints of town development,
industrial promotion, and inter-municipality collaboration while their progress and issues were
explained.

Town development

An aging society and depopulation have caused the issues of maintenance and improvement of
the volume and quality of social services in both Japan and some developing countries. These
issues cannot be resolved quickly due to a lack of sufficient expertise and/or financial resources
for maintaining the level of these social services. This has raised the necessity of town
development including provision of efficient social services. The following are case examples
collected during the course of the study which may provide references for addressing this issue:

Building of a compact city to provide efficient public support while keeping in mind the
depopulation problem and future regional restructuring (Yubari City)

Building of a mutual support system instead of dividing residents into providers and recipients
of social support services (Tobetsu Town)

Building of a system to use almost 100% of regional forest resources including use of
previously unused forest biomass and providing forest environment education (Shimokawa
Town)

Industrial promotion

Regional discrepancies are expanding in developing countries. Regions with fortunate
geographical conditions enjoy rapid economic growth due to direct overseas investments. Other
areas are left behind. In general, rural areas are unable to invite direct investments from outside
and therefore are forced into creating industrial promotional measures that take advantage of
their regional resources and characteristics. The following are case examples collected during
the course of the study which may provide referernces for addressing this issue:
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Creation of the new tourism-and-social support business featuring “health” as an added value as
well as local mountains and forest resources (Date City)

Acquisition of an increased number of new customers by creating a network of currently
existing dessert shops and turning the network into a regional brand called "Sweet Road"
(Sunagawa City)

Creation of locally-produced product stores and a direct distribution system from farmers that
both target tourists and residents of surrounding cities who used to be uninterested in their local
shopping streets (Furano City and Eniwa City)

Inter-municipality collaboration

Similar to Japan, developing countries often require inter-municipality collaboration in order to
effectively use limited manpower and financial resources and implement regional promotions.
The following are case examples collected during the course of the study which may provide
references for addressing this issue:

Realization of agricultural inter-municipality collaboration to create high added value and
engage in food processing to expand business and generate large profits (Tokachi Area)

Successful overall basin management in which the interests are adjusted between farmers
working upstream and fishermen working on the river (Abashiri River basin)

Possibility of JICA Projects Contributing to Regional Revitalization

One of the objectives of this study is to examine how JICA international cooperation activities
carried out in Japan can contribute to regional promotions and revitalization in Hokkaido in line
with the "regional revitalization" goal proposed by the government (Task Force for Overcoming
Population Decline and Revitalizing Local Economies). Section 4 above explored the
possibility of applying measures implemented in Hokkaido to international cooperation projects
carried out in developing countries to improve the efficiency and effectiveness of JICA projects.
This section examines how JICA's human networks and knowledge and experience
accumulated in international cooperation can contribute to regional promotions in Hokkaido
which will be further strengthened in the future.

The section discusses the feasibility of JICA's contributions based on: comments and requests
provided by the Advisory Committee members; implementation status of observed regional
promotions in the subject 20 regions; and needs and expectations for JICA from the
organizations visited during the course of the study.

Possible contributions feasible within the existing framework (draft)

® TImprovement of the regional brand visibility (domestic and international advertising and
rediscovery of attractive features)

(a) Increase of opportunities for exchanges between the personnel in individual regions
in Hokkaido and JICA training participants (increase of observation opportunities in
JICA training programs)

Hokkaido hosts approximately 130 training programs in total per year in Sapporo and
Obihiro. From FY2012 to FY2014, 900 to 1,000 participants stayed in these areas per
year (570 to 650 participants in Sapporo and 310 to 350 participants in Obihiro).
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Short-term training programs last a few weeks to a year, while long-term training
programs last longer than a year. Participants stay in Hokkaido on average for 45
days or 1.5 months. The breakdown of participants' area of origin after FY2000 is as
follows: @ Asia (49%), @ Africa (24%), @ Latin America (14%), @ Europe (6%), ®
Middle East (5%), and ® Oceania (2%). The respective fields of training are as
follows: @ agriculture, forestry, and fisheries (33%), @ environment and water
resources (11%), ® education (11%), @ healthcare (10%), and ® infrastructures and
urban development (10%).

During the visits of subject regions in the study, the personnel in each subject region
requested JICA's assistance because exposure of regional promotions to third persons
(foreigners) would allow them to discover new sales points of the region and also to
create a checklist for inviting foreign tourists. JICA will therefore add places to visit
for observation to the current training programs and also include observation of
requested places in new training programs which will be available in the future.

Many JICA participants staying in Hokkaido use social network services (SNS) to
exchange information frequently with their family or individuals related to their
country of origin. It is expected that information on regional specialties or visitor
attractions be also shared through SNS.

Invitation of key stakeholders to foster their understanding of Japanese technologies
and build relationships with them

In addition to training programs, JICA invites key stakeholders of developing
countries for the following reasons: to foster, through interactions and
communication, key persons' understanding of Japanese techniques, experiences, and
approaches to developmental issues; and to encourage the building of relationships
with the Japanese parties. Active distribution of Hokkaido's technical and experience
information as well as collecting information and exchanging opinions about needs of
developing countries will enhance key persons' understanding of Japan and lead to
building of good relationships. This will in turn improve the visibility of Hokkaido
regional brands. Therefore, apart from making efforts in increasing opportunities for
exchanges between Hokkaido and developing countries via training programs, key
persons will be strategically invited to engage in important activities of Hokkaido
companies, municipalities, and universities.

JICA Partnership Program for overseas expansion of regional brands and companies

The JICA Partnership Program hosts collaborative projects between JICA and
Japanese NGOs, universities, municipalities, and nonprofit organizations. JICA
Hokkaido International Center is implementing 20 projects, and 9 of them are in
Mongolia. Both Hokkaido and Mongolia seem to have a strong desire for increased
implementation of the JICA Partnership Program for two reasons. First, these projects
seem to fully demonstrate techniques and knowledge suitable for cold places in
Hokkaido and also agricultural and stock-farming techniques and knowledge. Second,
the Hokkaido government has signed a memorandum with the Mongolian Ministry of
Energy and Ministry of Food, Agriculture and Light Industry to promote economic
and technical exchanges.

Recent development shows examples of collaborative projects with local companies
in anticipation of regional revitalization (strengthening of the local economy). These
projects are carried out in Mongolia, Thailand, Malaysia, and Vietnam. Local
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municipalities, companies, and relevant organizations involve their whole community
in these projects. Further enhancement of the project quality is desired in order to
strengthen the relationships with these countries.

© Tapping international demands and creating opportunities for Hokkaido companies to
enter overseas markets

(@)

(b)

(©)

Promotion of JICA's partnership with the private sector; Support for Japanese SMEs
Overseas Business Development

JICA supports companies that wish to expand their business to overseas. In this
program, companies provide technical support in developing countries and use this
experience to enter overseas markets. The reality however is that not so many
companies use this program. Interviews with financial institutes and industry groups
in Hokkaido suggested that many companies whose headquarters are in Hokkaido do
not have sufficient time and capacity to consider or start overseas business expansion.
The abovementioned JICA Partnership Program may motivate companies in
Hokkaido to join this support program.

Provision of former JICA training program participants’ information to companies

JICA accepts approximately 10,000 participants per year at 15 branch offices in Japan,
and they have a participant database. Some participants hold important positions in
various fields after returning to their own countries. Therefore, the database offers
valuable information on human resources that could help companies in Hokkaido
expand their business overseas. In particular, the JICA Alumni Association is a
valuable human network and will be useful in consultations with companies that wish
to trade internationally.

JICA is planning to send out JICA Friendship Mail (tentative name) to all participants.
It will facilitate sending/collecting of information to/from former JICA participants
who have returned to their homeland and can be used as a new way to provide
information to companies.

Assessment of Hokkaido resources by JICA participants

Since its foundation in 1996, the JICA Hokkaido International Center has taken in
approximately 13,000 participants cumulatively. Participants from Asian countries
account for the largest group. There are also many participants from Islamic countries
such as Indonesia, Malaysia, and Bangladesh. Both the government and private sector
of Hokkaido are working to attract inbound tourists, and information on Islamic
nations may be beneficial for them. JICA has so far conducted surveys of participants
coming to Japan about training program contents and places to visit for observation.
It has not however collected data from visitors' perspectives such as the impression of
Hokkaido and infrastructure at tourist attractions. JICA needs to put together data
which can contribute to attracting tourists to Hokkaido.

® Human resource development

(a)

Contribution to development of human resources with global competence (further
improvement of the quality of developmental education support)

JICA has a program to provide an overview and describe the necessity of
international cooperation to students (from elementary school children to
undergraduates) and the general public. JICA can send speakers to schools or students
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can visit the JICA center. Each year, approximately 8,300 people participate in the
program at schools, and approximately 1,500 people visit the JICA center.

Increasing overseas expansion of business through government-private sector
partnership is required, and training of personnel with a global perspective is an
urgent task. JICA should provide intensive support for developmental education
targeting younger generations. Increased lectures both at schools and the center and
offering of catchy program content that gets more people interested in international
cooperation are essential. To achieve this, JICA must promptly build relationships
with educators (board of education and universities) in Hokkaido to create a system
for training personnel with global competence.

Contribution to human resource development of companies expanding to overseas

Lack of competent personnel is one of the problems that companies in Hokkaido face
when they attempt business expansion overseas. The Ministry of Economy, Trade,
and Industry (MET]I) and the Small and Medium Enterprise Agency are implementing
measures to support personnel training. JICA has been providing financial and
technical cooperation in developing countries. The technical cooperation includes
human resource development and JICA has accumulated personnel training
know-how and skills. It should therefore develop a plan to use such know-how and
skills to help companies expand their business overseas.

(i) Promotion and dissemination of information about the Overseas Volunteering
Prgram with Private Sector

As companies become globalized JICA is receiving an increased number of
inquiries about its volunteer programs, such as Japan Overseas Cooperation
Volunteers (JOCVs) and Senior Volunteers (SVs), from companies that wish to
train their young employees or management-level employees. JICA established a
program called the Overseas Volunteering Prgram with Private Sector three
years ago to support these companies. An overview of the program is as follows:

O Year round application acceptance: companies select candidates and
recommend them to JICA, and JICA screens and interviews them

O Host countries: host country, job description, and activity details are
determined based on the company needs

O  Volunteer period: In principle, long-term (one to two years) is desirable, but
short-term (shorter than a year) can be considered

O  Volunteers participate in the currently implemented pre-dispatch training

O Labor cost reimbursement is available (for small to medium sized
companies that meet specified criteria)

Companies wishing to prepare competent employees for overseas market entry
use the Overseas Volunteering Prgram with Private Sector, and since its launch,
49 individuals from 33 companies (93 companies have signed the agreement)
across Japan have already participated in it. This program allows companies to
send their employees to target business territories to train their language,
communication, and cultural adaptability skills while making contributions to
developing countries. In consideration of its effectiveness, JICA should further
advertise this program to companies in Hokkaido.
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(i1)) Promotion of use of JICA volunteers' experience at companies expanding
overseas

The number of JOCVs and SVs exceeds 48,000 cumulatively (including Youth
and Senior Volunteers for Nikkei Communities). Former volunteers play
important roles across Japan including making contributions to society. In
Hokkaido, over 1,000 former JICA volunteers engage in activities that help
regional promotions and town revitalization. JICA should recommend
companies in Hokkaido to take advantage of JICA volunteers' experience.

(2) Possible new approaches

@

Collaboration with the Community-Reactivating Cooperator Squad formed by the
Ministry of Internal Affairs and Communications

The Ministry of Internal Affairs and Communications (MIC) formed the
Community-Reactivating Cooperator Squad in 2009. It is growing in size steadily as
activities aiming to strengthen local economies are increasing. As of the end of March
2015, a total of 1,511 individuals from 444 areas across Japan (7 prefectures and 437
municipalities) engage in community revitalization activities. Among them, a total of 225
individuals from 75 municipalities are in Hokkaido.

Interviews with municipal personnel during the course of observation for this study
revealed that all these municipalities were facing difficulty recruiting competent members
for the Community-Reactivating Cooperator Squad. JICA received many requests from
them to help securing competent human resources.

Forty former JOCVs across Japan (five in Hokkaido) became the members of the
Community-Reactivating Cooperator Squad after returning to Japan. JICA believes
experiences of former JICA volunteers will contribute to regional promotions across
Hokkaido to overcome depopulation, especially in rural areas.

* JICA signed a partnership agreement with the Reconstruction Agency and the Japan
Overseas Cooperative Association (JOCA) and has recommended former JICA
volunteers to the Reconstruction Agency as reconstruction workers for the areas
affected by the Great East Japan Earthquake. Approximately 150 of them have been
hired.

(3) Points to keep in mind in implementation of support activities

©)

Promote JICA projects in Hokkaido more

The Advisory Committee consists of experts from the business, academic, administrative,
financial, and news media fields. In assessment of future contributions of JICA in regional
promotions, the committee pointed out that municipalities, universities, and companies in
Hokkaido did not necessarily understand the content or programs of JICA projects and that
JICA should further promote its projects. The municipalities JICA visited in this study
knew well about the JOCV program but not JICA itself. JICA therefore must place further
importance on promotion of its projects.

Select recipients of support

Many of the municipalities that JICA visited for this study have overseas sister-cities. Due
to the budget situation, however, their relationships are not always active, and only a few
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municipalities have an emphasis on international cooperation during their regional
promotions. When implementing regional promotion assistance measures, JICA must first
closely examine the direction and details of regional promotion strategies and plans that
municipalities intend to develop, and give priority to municipalities interested in
international cooperation.

Discover new partners

The “Development Cooperation Charter” approved by the Japanese Cabinet in February
2015 aims for international cooperation while fostering Japanese people's wide
understanding of its importance. Achievement of this objective requires further
strengthening of government-private sector collaboration as well as collaborative
relationships with new partners in various fields of business.

JICA projects carried out in Hokkaido, such as acceptance of training program participants
and providing grass-roots level technical assistance, are supported by relevant
organizations in corresponding fields in Hokkaido. Needless to say, it is important to
strengthen the relationship with current partners, but it is also essential to build new
partnerships. Increased marketing activities through project PR are therefore necessary.
When working with these partners, it is important to understand the regional needs and
provide thorough consultation.

Increase support for JICA volunteers who returned to Japan

Job postings targeting JICA volunteers who are back in Japan are increasing steadily;
therefore, sufficient support is provided to them. However, only a few municipalities have
a preferential system for hiring former volunteers as school teachers or municipal officers.
JICA should make a stronger request to municipalities to implement such a system. Since
FY2015, the Tokyo government has entitled individuals who spent two years or longer as
volunteers such as JOCVs to a special screening program for selecting prospective public
school teachers. JICA should encourage municipalities and educational organizations in
Hokkaido to consider implementing a similar system.

Cooperate with the JOCV alumni groups and The Supporting Organization of JOCV

Started in 1965, the JOCV program celebrates its 50th anniversary in 2015. Approximately
41,000 volunteers were sent to 88 countries, and about 2,400 of them cumulatively were
from Hokkaido. According to the alumni groups in Hokkaido, about 1,000 former
volunteers work at governments and companies. These alumni groups are quite active; at
six different locations in Hokkaido, they host sports and other events to socialize with
community residents and current JICA participants. It is necessary to strengthen the
collaborative relationship with them as well as with The Supporting Organization of
JOCV.

Strengthen collaboration with administrative organization in Hokkaido

When implementing projects, JICA must take into consideration the development plans
and strategies of the Hokkaido government as well as future regional promotion strategies
and plans of municipalities, such as the cities of Sapporo and Obihiro, and meet their
various needs. Before implementing regional promotion support measures, JICA must
build close partnerships with relevant organizations (national administration,
municipalities, universities, research institutions, companies, NGOs, and NPOs) because
regional promotion and town revitalization require comprehensive approaches based on
factors such as increased economic activities, education, and social security. For business
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support, JICA already meets with METI, JETRO, the Organization for Small & Medium
Enterprises and Regional Innovation, and the Chamber of Commerce regularly but needs
to build a new mechanism to strengthen partnerships with educational and healthcare
organizations. It is therefore important to consider creation of a cross-sectional
collaboration framework.
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1. Background and Objective of the Study

1-1  Background and Objective of the Study

The Japanese government set up the Development Commission and started to develop Hokkaido in
1869. For 140 years since then Hokkaido has shown remarkable growth. However, its society is
aging and the population is decreasing rapidly just like other rural areas in Japan. The Japanese
Cabinet approved the Comprehensive Strategy for Overcoming Population Decline and Revitalizing
Local Economies in order to address these domestic issues. On top of it, the government will create a
comprehensive strategy for individual local municipalities.

In Hokkaido, depopulation is occurring faster than in many prefectures and centralization of the
population to Sapporo is gaining momentum. For this reason, the municipalities in Hokkaido are
developing a revitalization strategy that features the characteristics and competitiveness of each
region. Hokkaido as a whole is inviting international investment and supporting local companies to
expand their business overseas while advertising safe and reliable foods, rich natural resources, and
tourist attractions. It is also working to strengthen the business-university-government collaborative
relationship.

Shifting the focus to developing countries, even Asian regions growing at a relatively good pace
have a regional gap issue; the economies of urban areas and production bases grow rapidly while
rural areas experience slower growth. Filling the gap is their important policy issue. This situation
has created strong needs for training services with the objective of implementing regional
development and promotion activities featuring regional resources and uniqueness. These needs are
now growing in complexity and diversity. Among developing countries, East and Southeast Asian
countries have negative population growth. These countries are expected to become aging societies
within 30 years. These countries will have stronger needs for exploring the possibility of
implementing public social programs and improving their current programs. In addition, social
support services for the elderly developed by organizations including those in the private sector will
attract more attention, and needs for supporting these services will increase.

The ultimate goal of this study is to sufficiently meet developing countries' needs that are growing in
complexity and diversity and to improve project quality. To achieve this, JICA must first gain insight
into Hokkaido's economic and social state, then collect and analyze information on activities in local
areas. Based on the fact that the number of tourists from developing countries are increasing,
international exchanges are becoming active, developing countries are maturing as export markets,
and the relationship between Japan and these countries is changing dramatically, the objective of this
study is to examine the direction and mid-term strategy for international cooperation which can help
developing countries develop and Hokkaido become revitalized and globalized.

1-2 Method and Description of the Study
(1)  An overview of Hokkaido

In order to gain insight into the current state and overall picture of Hokkaido, statistical data from
179 municipalities was sorted and analyzed. Also, information on business environments, issues, and
problem-solving strategies and measures was organized and listed (provided at the end of the
document).



(2)  Regional and industrial promotion case examples

Field surveys were conducted to study regional and industrial promotions in 20 different locations in
Hokkaido. 20 case examples which may provide references for meeting the diversified needs of
developing countries were put together based on the existing data and information obtained in the
interviews with relevant personnel (See Section 3).

As clearly indicated by successful regional promotions across Japan, "community competence"
determines the promotion results. The following are the two most important factors of community
competence: administrative competence including that of the head of the municipality; and business
competence of the private sector including planning and execution. Therefore, revitalization of the
private sector which plays the central role in the local economy is the key to regional revitalization.
For this reason, the majority of case examples introduced in this document are private sector
activities. Note, however, this document also includes examples of regional promotion measures and
approaches that are led by the government or that highlight the strengths of the government.

Some regional revitalization activities include tourism promotions that require wide area activities
that a single municipality alone cannot implement. This study therefore covers both individual
municipality activities and inter-municipality activities.

Since regional revitalization covers diversified activities, in this document they are categorized into
town development, industrial promotion, and inter-municipality collaboration.

(3)  Possibility of JICA projects contributing to regional and industrial promotions

Applicability of JICA projects in Hokkaido to regional and industrial promotions was studied. The
Advisory Committee consisting of business, administration, academic, financial, and news media
experts in Hokkaido was established and convened. The study was conducted while taking into
consideration advice from these experts. Based on the case examples reviewed, the study discusses
the possibility of JICA projects being applicable to international cooperation as well as being able to
contribute to regional revitalization in Japan.

Table 1-1 "Regional and industrial promotion study in Hokkaido"
Advisory Committee members
Name Title

Taketo Emoto Director, International Affairs Division, Office of the Governor, Hokkaido
Government

Shuji Koiso Specially appointed professor, Hokkaido University Public Policy School

Chikara Kobayashi | Director, International Affairs Division, Hokkaido Regional Development Bureau'"

Noriaki Sato Director, International Affairs Division, Hokkaido Bureau of Economy, Trade, and
Industry ™

Yuichi Sato Director, Planning and Coordination Office, Hokkaido District Agriculture Office™

Minoru Hamada Deputy Managing Director, The Hokkaido Shimbun Press

Shoji Masuda President, Obihiro Shinkin Bank

Yukari Mitsumoto | Exective Director, Office of International Business, Department of Economic
Affairs, Hokkaido Government 4

Masaki Miyaji Mayor, Tobetsu Town

Note: ~ Members marked with the asterisk (*) have joined during the study period. See Table 1-2 below for their
predecessors.




Table 1-2 Former "Regional and industrial promotion study in Hokkaido"
Advisory Committee members

Name Title
Tetsushi Shibata Director, International Affairs Division, Hokkaido Regional Development Bureau
Kazuhiko Director, International Affairs Division, Hokkaido Bureau of Economy, Trade, and
Sugawara Industry

Akihiro Ishibashi Director, Planning and Coordination Office, Hokkaido District Agriculture Office

Toshihiro Kodama | Exective Director, Office of International Business, Department of Economic
Affairs, Hokkaido Government

Ist Advisory Committee meeting: 1:30 to 3:00 pm, Monday, March 30, 2015
2nd Advisory Committee meeting: 2:00 to 3:45 pm, Thursday, June 4, 2015
3rd Advisory Committee meeting: 3:00 to 4:45 pm, Thursday, August 6, 2015

The study followed the schedule below taking into consideration the opinions from the Advisory
Committee.

Beginni A Preliminary study Select subject regions
CEINNING  Cojlect and organize Discuss with the Advisory
= - basiy data Compitiee Understand the overall
§ Middle picture of Hokkaido
End art case .
Decide on subject regions Start case example study
Beginning]
H v
o Middle Progress report
<
End * Advisory Committee meeting
Beginning]
> ——
§ Middle Create an interim report
End
v v
. Put together progress reports * Advisory Committee
Beginning| Report to the Advisory Committee meeting
] .
g Middle Submit the interim report
=
Put together final progress reports
End Hold additional interviews
Beginning Create a draft final report
2 .
2 | Middle
End
. p * AdvisoryCommittee
Beginning Put together the draft final reports S
B g Report to the Advisory Committee meeting
7]
§J Middle I—) Submit the draft final report
<
End Create the final report
[
i [Beginning]
E
& | Middle Translate, print, and bind
&
n End
.. |Beginning]
2
2 | Middle
o
o
End 5 Submit the final report

Figure 1 Process Chart




2. Current State and Issues of Hokkaido

2-1  Overview
(1) Geography, population, and climate

Hokkaido is the northernmost island of Japan (from latitude 41 degrees 21 minutes to 45 degrees 33
minutes). It is the largest prefecture in Japan with an area of 83,424 km’ (source: Geospatial
Information Authority of Japan, 2014), which is as large as Australia, accounting for 22.1% of the
entire area of Japan. The population is 5,506,419 (source: Census, 2010) and Hokkaido is the 8th
most populated prefecture of the 47 in total (accounting for 4.3% of Japan's population). The
population is almost the same as that of Denmark (5.59 million). The population density is 70.2
people per 1 km? (source: Census, 2010), which is the lowest in Japan. Hokkaido accounts for 22.1%
of the nation's land while its population accounts only for 4.3% of the entire population, resulting in
the lowest population density. Hokkaido is therefore characterized by a large area with widely
distributed municipalities.

The climate of Hokkaido features low temperatures and heavy snow during winter. According to the
Sapporo Regional Headquarters of the Japan Meteorological Agency, the Japan Sea side of
Hokkaido has many snowy days, and drift ice covering the Okhotsk Sea makes Hokkaido very cold.
Hokkaido hosted winter the Olympic Games in 1972 and has an annual snow festival; therefore,
many people associate Hokkaido with winter.

(2)  Economic and industrial characteristics

According to the latest (FY2012) national accounting, the gross product of Hokkaido was 18.1241

trillion yen (nominal) accounting for 3.8% of GDP which was 474.4749 trillion yen (nominal). The

real economic growth rate was negative between FY2002 and FY2012 (11 years) except for FY2004,
FY2010, and FY2011.

As for economic activities, primary industry accounts for 3.8% of the Hokkaido gross product
(national average: 1.2%), secondary industry 15.7% (24.5%), and tertiary industry 80.2% (74.3%).
Hokkaido's industrial structure therefore features lower percentages of the primary and tertiary
industries and a higher percentage of secondary industry than the respective national averages
(source: national accounting for the calendar year of 2012 and FY2012 Hokkaido accounting). The
following paragraphs describe the characteristics of each industry.

Primary industry. According to the 2013 Statistics of Agriculture, Forestry and Fisheries published
by the Ministry of Agriculture, Forestry and Fisheries (MAFF), agricultural production of Hokkaido
was 1.705 trillion yen accounting for 12.4% of the national figure, and marine fisheries and fish
farming production was 298.4 billion yen accounting for 22.0%. Hokkaido occupied the largest
share in both agriculture and marine fisheries and fish farming production, establishing itself as the
dominant food supplier in Japan. Forestry production was 46 billion yen. This was the second
highest after Nagano prefecture and accounted for 10.9% of the national figure.

Secondary industry. According to the 2013 industrial statistics by METI, Hokkaido's product
shipments amounted to 6.3851 trillion yen, accounting for 2.1% of the national total and ranked 18th
of 47 prefectures. Among the product shipments, food shipments were 1.9287 trillion yen. This was
the highest of all prefectures and accounted for 7.7% of the national total.



Tertiary industry. In FY2012, producers of government services accounted for 13.9% (national
average: 9.2%) of the gross product of Hokkaido, and transportation 6.8% (5.0%). These businesses
therefore occupy a higher share of the gross product in Hokkaido than the national average.

Tourism is a business that extensively covers business activity categories mentioned above. Having
tourism resources such as bountiful nature featuring the beauty of four seasons, foods, and hot
springs, Hokkaido attracts both domestic and international tourists. The Accommodation Travel
Statistical Survey by the Japan Tourism Agency indicated that, in 2014, a total of 30,979,070 people
stayed in Hokkaido. This is second largest of 47 prefectures trailing only Tokyo. Tourism is expected
to further grow as the key industry of Hokkaido.

2-2  Issues for Hokkaido
(1)  History of development of Hokkaido and changes in the economic climate

Development of Hokkaido started in 1869 when the Japanese government set up the Development
Commission. The objective of development was to defend the northern boundary and strengthen the
country by using Hokkaido's rich resources and vast land. First the Home Ministry and then the
Hokkaido Development Agency were responsible for the development. Led by the Director of the
Development Commission, later the Director General of the Hokkaido government, and finally the
Minister of State who was also Director General of the Hokkaido Development Agency, the
development was carried out systematically in accordance with the special development measures.
Within just 140 years, Hokkaido underwent remarkable development while playing an important role
for Japan at different times. Hokkaido is now attracting global attention as it has set a successful
development example.

In 1871, the first vice-Hokkaido Development Commissioner Kiyotaka Kuroda (later the third
Commissioner) sought a development model in the US to apply to Hokkaido. He invited Horace
Capron who was the United States Commissioner of Agriculture to be an advisor. Capron's tasks
were to create a Hokkaido development plan and lead the development project. For these tasks,
Capron suggested establishment of a higher educational institute to support agricultural development.
The school which later became Sapporo Agricultural College opened and became a source of human
resources for the Hokkaido development project and also research and development activities. A
rumor has it that Capron recommended appointing Sapporo as the capital city.

The plan called the "Capron Report" proposed: development of strong, American style agriculture
focusing on wheat farming in Hokkaido which had been deemed unsuitable for rice farming; and
coal mine and business development to take advantage of regional resources. The Commission
thoroughly executed Capron's plan; coal mines such as Horonai coal mine were developed as
national projects, Sapporo Breweries which later become Sapporo Beer was established, Japan's first
canning factory called Ishikari Canning Factory opened, and national miso and soy sauce factories
were created. Today, the achievements of Capron's proposal and report are playing a role as the
industrial foundation of Hokkaido.

As a result of development, Hokkaido supported the foundation of the modern Japanese economy. It
provided lumber for reconstruction efforts after the Great Kanto Earthquake, took in returning
soldiers immediately after World War II ended, and produced coal so-called "black diamond" during
the rapid economic growth period. These key businesses however caused decline in various parts of
Hokkaido as a result of loss of price competitiveness due to deregulation of international trade and
decreased demand due to the changes in the energy policy.

Development of Hokkaido gained momentum in the Meiji period. Its history is therefore short and
the level of social infrastructure is thus lower than that of Honshu. Since Hokkaido has a large area



with widely distributed municipalities, low temperatures, and heavy snow, development and
maintenance of social infrastructure is costly, putting Hokkaido at a serious disadvantage.

(2)  Current economic issues of Hokkaido

The gross product of Hokkaido (nominal) accounts only for 3.8% of GDP, giving the Hokkaido
economy the nickname the "4% economy." Income per Hokkaido resident was ranked 11th out of 47
prefectures in FY1975 but has dropped to 34th before FY2012. This indicates how difficult the
Hokkaido economic situation is.

The economy of Hokkaido heavily relies on public demand. On the national scale, FY2012 public
demand accounted for 25% and private demand accounted for 77.2% of national demand, which was
484.813 trillion yen. Meanwhile, in Hokkaido, public demand accounted for 31.1% and private
demand accounted for 68.9% of Hokkaido demand. The percentage of the Hokkaido public demand
was therefore six points higher than its counterpart (source: FY2012 latest national accounting and
FY2012 Hokkaido accounting).

Moreover, the so-called interregional payment balance has been negative. In FY2012, the value of
products shipped out from Hokkaido was 6.2911 trillion yen (2.1% increase from the previous year)
while the value of products coming into Hokkaido was 8.29 trillion yen (2.1% increase from the
previous year). This results in a 1.738 trillion yen difference, or a 114.7 billion yen increase from
FY2012 which was 1.6233 trillion yen.

According to the 2013 industrial statistics, the number of manufacturing companies in Hokkaido was
5,596, accounting only for 2.6% of the national total of 208,029. The 2013 gross value added ratio,
obtained by dividing the gross value added from the industrial statistics by the product shipment
value, was 33.5% for the country but 29.1% for Hokkaido. Hokkaido was ranked 43rd of the total of
47. Even in the food manufacturing business field for which Hokkaido has high product shipments,
the gross value added ratio was 29.1% while the national figure was 36.8%. For this, Hokkaido was
ranked 44th.

The economy of Hokkaido relies heavily on public demand because of its development history as a
material supplier. Insufficient manufacturing business with high value added is the current weakness
of Hokkaido's industrial structure, and building economic independence is the task for Hokkaido.

(3)  Depopulation and aging society

Hokkaido is depopulating and aging faster than other areas of Japan. According to the 1995 census
data the percentage of elderly people (65 years old and older) was 14.5% for the whole country but it
was 14.8% for Hokkaido. The 1995 and 2000 census data indicated that the population of Hokkaido
decreased by 0.2% during this period while the national population increased by 1.1%. Insufficient
labor power due to the decrease in working-age population is predicted to cause more regional
economic development issues.

Concentration of population in major cities is more prominent in Hokkaido than many other
prefectures. This tendency has been stronger in recent years, and 35.6% of the entire Hokkaido
population is now in Sapporo City (1,926,287). The population discrepancies between Sapporo City
and other municipalities are large. The population of Asahikawa City, which is the second largest
city of Hokkaido, is only approximately 18.0% of Sapporo City (347,207).



Hokkaido has 179 municipalities. According to the IPSS estimate, the number of smaller
municipalities with a population less than 5,000 will increase from 66 (2010) to 109 by 2040.
Weakening of community functions are issues of concern in many municipalities.

(4)  Financial difficulties

These issues have put local Hokkaido finance into difficulties. The financial collapse of Yubari City
in FY2006 is a famous example (city was registered as a municipality under rehabilitation in March
2007). According to MIC, while the national average for the FY2013 municipality financial
capability index was 0.49, it was 0.25 in Hokkaido. The value 0.25 was the third lowest of 47
prefectures, proving the financial difficulties of municipalities in Hokkaido. The public debt expense
ratio of the Hokkaido government was 21.3% in FY2013, which was the poorest status among all
prefectures.

According to the Hokkaido accounting data, public demand has decreased from 7.3619 trillion yen
in FY2001 to 6.1605 trillion yen in FY2012. Taking into consideration the national economic state
on top of the troubled finances of Hokkaido municipalities, public demand is likely to continue to
decrease.

2-3 Focuses of Problem Resolution and Future Measures

With concern over the sustainability of communities, organizations and institutions inside and
outside Hokkaido including the Hokkaido government proposed that: Hokkaido residents must take
the initiative in forming sustainable communities; and the government and the private sector must
work together spontaneously and voluntarily to achieve sustainable development of local industries
and economies and change the industrial structure such that the private sector empowers the
economy. These proposals are based on the principles of subsidiarity and proximity which encourage
resolving community issues using accessible resources through cooperation with the central
government.

In July 2008, the Cabinet approved the "Comprehensive Hokkaido Development Plan to Lead the
Era of Environmental Preservation (7th Term of the Comprehensive Development Plan of
Hokkaido)." This plan has three strategic goals. First is to build food- and tourism-intensive industry
clusters to achieve a globally competitive, independent, and stable economy. Second is to form
communities with a good balance of the environment and economy for the purpose of realizing a
beautiful and sustainable Hokkaido. Third is to create the foundation for regional development to
attain the first strategic goal. More specifically, the third goal is to maintain functionality, increase
exchanges and strengthen collaboration, and build a community model that accommodates
depopulation and the aging society.

As exemplified by the 7th Term of the Comprehensive Development Plan of Hokkaido, Hokkaido is
creating independent and sustainable communities through government-private sector collaboration
while taking advantage of unique regional resources in the food and tourism industries. As described
in Reference Information, these community building activities across Hokkaido are supported by
grants and the assistance of research institutions in Hokkaido, municipalities, and the central
government.

In March 2014, the Hokkaido Regional Development Bureau of the Ministry of Land, Infrastructure,
Transport and Tourism (MLIT) published the monitoring report on the 7th Term of the
Comprehensive Development Plan of Hokkaido. In this report, the questionnaire items "Is the sixth
industry growing?" (sixth industry: primary industry expanding into food processing and



distribution) and "Are tourists to Hokkaido from inside and outside Japan increasing?" were rated
with "I strongly agree." With this result, it is clear that the outcome of the regional revitalization
focusing on food and tourism across Hokkaido is being recognized.

In March 2014, the Hokkaido Industrial Competitiveness Strategy was formulated at the Hokkaido
Industrial Competitiveness Council meeting hosted jointly by the Hokkaido Bureau of Economy,
Trade and Industry of METI and the Hokkaido government. According to the strategy, "Hokkaido's
resources in the fields of food and tourism are far more competitive than those of other prefectures
and can be easily established as Hokkaido brands. Since further growth of these fields of business is
expected in the future, these fields should be subject to strategic development." Therefore,
development of the food and tourism business to realize sustainable growth of Hokkaido is the
strategy.

Under these circumstances, Hokkaido's task is to build independent and sustainable communities
while the economy shrinks and the population decreases. To accomplish this task, a wide variety of
regional and industrial promotions featuring regional food and tourism are being implemented. The
following chapters introduce case examples of regional promotions in Hokkaido.



3.

Twenty case examples of regional and industrial promotions in Hokkaido were selected as a result of
discussion with the Advisory Committee. Focuses of these regional promotions were: creation of
high value added food and tourism taking advantage of regional resources, expansion of the sixth
industry using regional resources, promotion of community and social businesses, creation of
regional brands, continuation of fine arts education, and development of sightseeing programs
involving resident participation.

Case Examples of Regional Promotions

These regional promotion case examples were divided into town development, industrial promotion,
and inter-municipality collaboration. Town development includes art-based regional promotions,
government-led community development, green tourism promotion, and regional promotion from
the social support perspectives. Industrial promotion focuses on economic activities such as brand
creation using intellectual properties, generation of new business, revitalization of city centers, and
job creation. Inter-municipality collaboration means wide-area activities by multiple municipalities.
Successful projects and ongoing projects that are likely to succeed were selected. Table 3-1 shows

the interviewees for this study.

Table 3-1 Interviewees for the regional promotion case example study

Municipality

Category

Theme

Interviewee

1 Yubari City

Town development

Regional revitalization through compact city creation and
effective use of locally-produced energy

Yubari City government

2 Bibai City

Town development

Regional revitalization featuring industrial heritage

Arte Piazza Bibai (NPO)

3 | Tobetsu Town

Town development

Regional revitalization by creating an inclusive society

Yu Yu (social welfare corporation)

4 Niseko Town

Town development

Taking part in the Eco-Model City Project through town
development with resident participation

Niscko Town government

5 | Iwanai Town

Town development

Regional revitalization through cultural promotion and
art education

Iwanai Art Association (NPO)

Iwanai Town Board of Education

6 Esashi Town

Town development

Shopping street revitalization using historical resources

Esashi Historical Resource Study Group

Shimokawa
Town

Town development

Building of a sustainable community with energy
independence

Shimokawa Town government

8 | Shikaoi Town

Town development

Regional revitalization by creating new tourism

Hokkaido Tourism Association

9 | Kushiro City

Town development

Regional revitalization by supporting vocational

rehabilitation of impoverished individuals

Social Business Create Conference (general incorporated
foundation)

Sunagawa Industrial Regional revitalization by collaborating with the local .
10 p . . Sunagawa City government
City promotion shopping street
1 Eniwa Cit Industrial Regional  revitalization  through  resident-farmer | Eniwa Kanona Co-op
Y promotion collaboration Eniwa City government
12 | Muroran City lndustr_lal Reglonal ~ economic revnahzatlo_n through Muroran City government
promotion industry-university-government collaboration
13 Date City lndustr_lal Reglqnal revitalization by featuring regional resources: Japan Nordic Walking School (NPO)
promotion exercise and food
i Furano City government
14 | Furano City lndust{lal Regional promotion by revitalizing the city center Y€
promotion Furano Chamber of Commerce and Industry
15 Higashigawa lndustr_lal Regional revitalization through a locally-produced rice Higashigawa Town government
Town promotion brand
X . o . X Revitalization Conference for Our Teuri Island (general
16 | Haboro Town Industr}lal Reglonal revitalization by creating a new business on the incorporated foundation)
promotion island
Haboro Town government
17 | oumu Town lndustr_lal Regional revitalization by using a natural resource named Okhotsk Oumu's Treasure Rediscovery Council
promotion after the town

18 | Tokachi area

Inter-municipality
collaboration

Regional revitalization by creating industrial clusters
through inter-municipality collaboration

Obihiro City government

Tokachizaidan

Abashiri
River basin

Inter-municipality
collaboration

Regional revitalization through agriculture-fishery liaison
in the Abashiri River basin

Abashiri River Basin Agriculture-Fishery Liaison Council

Abashiri City Hall

20 | Okhotsk area

Inter-municipality
collaboration

Rural development using the "terroir" approach

Okhotsk Terroir (general incorporated foundation)
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Figure 3-1 Locations of the interviewees

Subject organizations and local governments of their regions were interviewed at the same time.
Prior to the interviews, regional information, history of colonization, and an overview of the region
was collected and studied.

For revitalization of each region, @ an overview, @ regional promotion activities, and ® summary
and future possibilities are described.



3-1  Yubari City
Yubari City: Regional revitalization plan (compact city and energy)

Implementing organization: ~ Yubari city government

Regional revitalization through compact city creation and effective use of
locally-produced energy

[Basic data]

Organization Yubari city government

Address 2, 4-chome, Honcho, Yubari-shi, Hokkaido

Population 9,801 (as of January 1, 2014)

Number of households 5,476 (as of January 1, 2014)

Activity overview Development and approval of regional revitalization plans

1. Overview of the region
(1) Overview of the region

Yubari City is located at the center of Hokkaido, south of the Sorachi area. It is 24.89 km from east
to west and 34.71 km from north to south. It has an area of 763.07 km®. Yubari flourished as the
central city of Ishikari coalfield after it opened in 1891. It was given city status in 1943.

In the 1950s, 24 mines of various sizes were opened by for example Hokkaido Colliery & Steamship
(Hokutan) and Mitsubishi, and mine-related business also developed. Hokutan Kikai Kogyo (miner
and industrial machine manufacturer) and Hokutan Kasei Kougyosho (coke and chemical product
manufacturer) were just a few examples. The city population continued to increase to reach 116,908.

In the 1960s, Yubari City was challenged by energy transition from coal to oil, price competition
with international coal, a series of mine accidents, and failing of the national coal policy. On top of
these, in 1981, a gas explosion occurred at the new mine in Yubari operated by Hokutan Yubari
Tanko. Hokutan Yubari Tanko was under Hokutan, which was one of the largest and most important
companies, but was forced into bankruptcy. Decline of the coal industry accelerated and the
population outflow continued.

A wide variety of domestic resource revitalization measures were implemented by both the
government and the private sector, but none of them could turn the situation around. As a result,
inexpensive international resources dominated the market and the government's rationalization
policy, all coal mine business slumped and companies left the business. In 1990, the last mine,
Mitsubishi Sekitan Kogyo Minami Oyubari Mine, closed.

After the last coal mine closed, Yubari City implemented agricultural promotions by growing Yubari
cantaloupes taking advantage of the temperature differences, tourism promotions by hosting the
Yubari International Fantastic Film Festival, and regional promotions by attracting companies to
maintain employment. The city however suffered serious financial difficulties. On March 6, 2007,
the city was registered as a municipality under rehabilitation and declared bankruptcy with a 35.3
billion yen debt.

In an attempt to shift into the tourism business, the city made a catch phrase "From Mines to
Tourism" and promoted the tourism business. A large number of tourists visited the area, and the city
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was recognized for its achievement for a while. According to "Why did Local Governments fail in
Regional Management by Using Joint Venture Companies?" by Kunihito Kawanishi, however, the
joint venture companies responsible for the city's tourism business had accumulated losses. At the
same time, the tourist attraction and accommodations operated by these venture companies were not
as competitive as resorts of other areas. Therefore, the author concluded that they were in a vicious
circle in which they could not make compensation investments to attract tourists.

The city originally opened due to mining and was not suitable for extensive agriculture. It did not
have sufficient employment opportunities, causing an outflow of the young generation and dramatic
depopulation. As a result, only elderly people remained and the city quickly aged. Depopulation sped
up after the bankruptcy. The city population was 13,001 in 2005 census data. It went down to 10,925
in 2010, and became less than 10,000 in September 2013 according to the resident registry.

(2) Overview of the Yubari City rehabilitation plan (30th approval on January 27, 2015)
"Empowering Yubari with a Compact City and Local Renewal Energy"

A compact city, as defined by MLIT, is a town in which all city functions are within walking
distance. To develop such a concentrated city, MLIT proposes relocation of dispersed city functions
to one place and reconstruction of the area of living. In Yubari City, the population used to be
100,000 people and the city infrastructure had been built for that population size. Since the
population is less than 10,000 now, a compact city for Yubari means a town suitable for the current
population size.

Currently, communities are where mines used to be. In this wide-area, widely distributed community
structure, the administrative cost such as maintenance of infrastructure is costly. Since the society is
expected to continue aging and the population to decrease, the government is centralizing city
functions. Reduction of financial burdens, efficient administrative services, and improved resident
satisfaction are some of the advantages of a compact city.

Shimizusawa is the area where centralization of city functions is planned. Shimizusawa is rich in
coal bed methane (CBM). Effective use of CBM may allow distribution of inexpensive energy to
adjacent industrial complexes and farmers leading to revitalization of the local economy and also
contribution to realization of a compact city.

Therefore, the rehabilitation plan targets: giving regional resources high added value, creation of a
sustainable business model through energy cost reduction, increase of visitors, regional revitalization
through effective use of CBM, and realization of a compact city.

2. Regional promotion activities
(1) Creation of a regional revitalization plan

In the regional revitalization program, the government provides support to voluntary and
independent regional activities to revitalize the local economy, create employment opportunities, and
comprehensively and effectively promote regional revitalization. A regional rehabilitation plan
created by a local public entity and approved by the Prime Minister can receive support including
financial support when executing projects described in the plan. It is important for a regional
rehabilitation plan to be effective. The Yubari city government therefore had its Planning Section
lead plan creation while consulting with experts.
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The Japanese government planned to examine the regional rehabilitation plan submitted promptly by
Yubari City, and granted the first approval (January 27, 2015). Commercialization of CBM use
would require coordination with private companies, but the central government plans to flexibly
handle the situation based on the regional rehabilitation plan.

A large part of the budget for executing the plan was yet to be determined at the time of the study.
Currently, test drillers and mining rights concerning CBM are under examination.

CBM is the key energy in the plan. Although test boring is yet to be done, a survey has suggested
that Yubari alone had 1,500 years' worth of CBM. Revitalization of Yubari relies on effective use of
CBM, and the city is now considering hiring private businesses for it.

In August 2015, private businesses will start spoil tip recycling projects. Spoil tips are made of waste
rocks from mining but may be able to provide high quality energy. Therefore, commercialization of
them is anticipated.

Aside from the rehabilitation plan, Yubari City has a master town development plan created
immediately after the city's financial collapse. The residents including organizations and community
members developed this plan; they got together and produced a wide variety of ideas for it. Within
restrictions due to the financial collapse, the residents chose to sustain the city by downsizing it.
"Compact city" is the central concept of this plan, and it reflects their idea of "downsize and
survive."

(2) Background of filing the regional rehabilitation plan

From the 1970s to 1980s, coal mines closed one after another, and depopulation continued. The city
government resorted to tourism to create employment, developing tourist attractions and inviting
tourists. The city however suffered a financial collapse in 2006. If depopulation continues at the
same pace, the city population will be 5,181 in 2035. With this size of population, Yubari City may
not be able to keep its city status.

Yubari City always had villages scattered throughout the city. In the Kashima district, village
residents were relocated to the Nambu district where Shimizusawa is due to the construction of the
Shuparo dam. The plan now is to build a compact city by centralizing the population, downsizing the
city functions, and creating attractive features at the city center while motivating residents to move
voluntarily instead of forcibly relocating whole villages.

Both junior high schools and elementary schools were consolidated into a single school apiece at the
end of March 2010 and the end of March 2011, respectively. After the bankruptcy, public
establishments are thus gradually being centralized at the city center. The city government is creating
a mechanism to motivate the residents to move to the city center.

The word "compact city" first appeared in the master town development plan created in 2011. The
plan was created under the initiative of the residents based on the guiding principles of: town
development while keeping the mine-related historical artifacts and records; and eco-friendly town
development.

Currently, the city has public establishments designed for a city with the population size of 50,000 to
70,000. These establishments including their operating costs produce financial burdens. The city
government therefore will build a city that matches the current population size. For the city
government "being compact” means staying alive instead of shrinking and declining. The
rehabilitation plan aims to make full use of regional resources to empower the city, commercialize
the resources, and establish sustainable businesses.
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Residents who moved to the city center from their old houses occasionally complained to the
government in the beginning. However, possibly finding that living in new residences was in fact
convenient and comfortable, they now seem quite satisfied. If comments by these residents spread,
the city will become compact automatically. The target of the city government is to make the city
suitable for a population of 4,000 to 5,000 while following the rehabilitation plan at the same time.

(3) Strategies to translate the rehabilitation plan into regional promotions

Yubari City has 66 spoil tips at mine ruins. There has been strong demand to use them as flame
control coal in thermal power generation. The spoil tips can therefore be regarded as unused regional
resources. The city government is considering extracting high quality coal from spoil tips, recycling
it, and commercializing it. It also plans to work with pharmaceutical companies to plant medical
herbs and trees in the city-owned forests and commercialize them. As described above, the city has
just made its first step towards regional survival by, for example, adding high value to unused energy
and city-owned forests.

Yubari City Hall Spoil tip and city-owned forest

The city government is also starting to create a mechanism to attract guests from outside. Effective
use of existing public establishments and improved use of cultural and sports facilities are the
objectives.

The City Hall however cannot find sufficient funds from general revenue and implement projects on
its own accord. Therefore, projects must be carried out with creative minds possibly relying on
grants and funds.

As for tourism, there is no clear vision for it. This is because the public felt that the failure of tourism
development caused the bankruptcy. It is however true that the tourism provided stable employment
for a long time. In the future, the city will need tourist attractions of appropriate size if students come
for field work. Also, it may provide information on history, background, and future plans of the city
for educational purposes. Furthermore, the city already has sports facilities large enough to host a
big sports event. The city government therefore wishes to develop sports tourism. Note that private
businesses already work together to operate a food stall plaza as a new tourist attraction featuring
unique Yubari cuisine.

Yubari City used to focus on structural infrastructure but now started to focus on non-physical
infrastructure such as energy development and tourism.
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Public housing as a part of the compact city Yubari food stall plaza
project

3. Summary and future possibilities

Along the transition from being bankrupt to re