Challenges of Digitalization in Japan and the Mission of Taro Kono

Despite its reputation as a futuristic and technologically advanced nation, Japan faces significant
challenges in the digitalization of its government and society. These challenges arise from a
combination of demographic, cultural, and systemic factors that make the transition from
traditional analog systems to a more efficient digital infrastructure difficult. Taro Kono, Japan’s
Digital Minister, has been a key figure in addressing these challenges and leading the
modernization of Japan’s public and private sectors. Below are some of the challenges Japan faces
in its digitalization process and Taro Kono’s efforts to overcome them.

Aging Population

The aging population in Japan presents a significant demographic challenge. With around 30
million people over the age of 65, many struggle to adapt to digital devices and technologies. This
digital literacy gap creates resistance to adopting new digital systems, slowing down the overall
pace of digitalization. Additionally, the aging population contributes to a shrinking workforce,
exacerbating labor shortages in technology-related fields critical to driving digital transformation.

Cultural Resistance to Change

Cultural resistance is a formidable obstacle to digitalization in Japan. The country has a strong
attachment to traditional practices and systems, such as the use of hanko (personal seals) on official
documents, faxes, and paper-based procedures. Floppy disks were only recently phased out at the
end of June this year, prompting Minister Kono to declare, “we have won the war against floppy
disks.” This resistance is rooted in a general aversion to risk and a “not invented here” mentality,
making people skeptical of imported innovations and reluctant to abandon established practices.

Labor Shortages and Skills Gaps

Japan faces a critical shortage of digital skills, a challenge expected to worsen in the coming years.
It is projected that the demand for digital workers will exceed supply by 2.3 million by 2026. This
shortage is exacerbated by competition for skilled workers, especially in industries like
semiconductor production, which drives up wages and makes it difficult to attract and retain talent.
The government has introduced measures, such as issuing visas for digital nomads, to address
these shortages, but the gap remains a significant challenge. Neighboring countries with significant
advances in IT offer a more favorable environment for highly skilled immigrants, including the
use of English in daily work without requiring the local language.

Underrepresentation of Women in IT



Despite advances in increasing female participation in the workforce, women remain
underrepresented in the IT and STEM fields. Only 7% of female university students in Japan major
in STEM, compared to 36% of male students. This gender disparity limits the potential to close
the digital workforce gap, further hindering the country’s digital transformation efforts.

Language Barrier

English proficiency is another challenge for Japan’s digitalization. Much of the cutting-edge work
in digital technologies, particularly in artificial intelligence, is conducted in English. Improving
English skills among executives and workers is essential to competing in the global digital
economy and integrating foreign talent into Japan’s workforce.

Security Concerns and Social Distrust

The success of Japan’s digital transformation depends on building public trust in the security and
integrity of digital products and the information they convey. However, this requires significant
changes in business and social practices, which are often met with skepticism and resistance.

Taro Kono’s Mission to Digitalize Japan

Taro Kono 1s a central figure in Japan’s push towards the digital era. His mission involves
dismantling the deep-rooted reliance on outdated analog systems and promoting the adoption of
digital technologies across government and private sectors. Kono is determined to eliminate the
use of faxes and hanko, and replace them with digital equivalents. He has already identified
thousands of government regulations that still require obsolete technology and is actively working
to modernize these processes.

Kono is committed to actively incorporating and promoting information technologies at all levels
of government, recognizing that this coordinated effort is essential to achieving sustainable
development and maintaining social well-being. Takuya Hirai, a prominent IT parliamentary
policy expert and legislator who served as the first minister of digital transformation in 2021, is
also a key figure in this effort.

Challenges Facing Kono
Kono’s digitalization efforts face several challenges, including budget constraints due to Japan’s

high public debt and resistance from traditionalist factions within the government who oppose his
progressive views and direct approach. Despite these obstacles, Kono’s active leadership seeks to



build consensus and mobilize support to achieve Japan’s medium- and long-term economic and
social goals.

Broader Implications for Japan’s Future

Kono’s digitalization efforts are part of a broader strategy to address Japan’s demographic
challenges, such as the declining and aging population. By integrating more women and foreign
talent into the workforce, Kono aims to increase economic productivity and secure Japan’s future
in the global digital economy. Currently, Kono is a candidate in the Liberal Democratic Party’s
presidential race to succeed Prime Minister Kishida. If successful, his rise to the leadership of the
government could further accelerate Japan’s digital transformation, providing the much-needed
impetus to modernize the nation’s infrastructure and services.

Conclusion

Japan’s digital transformation is a complex and challenging process, hindered by demographic
realities, cultural resistance, labor shortages, and systemic inefficiencies. Taro Kono’s efforts to
modernize Japan’s government and society represent a crucial step towards overcoming these
obstacles. However, the path to full digitalization requires not only technological advances but also
a shift in cultural attitudes, greater investment in digital skills, and increased inclusion of diverse
talents. If Kono becomes Prime Minister, his leadership could provide the additional momentum
needed to usher Japan into a new era of digital innovation and global competitiveness. The success
of Japan’s digital transformation will depend on the collective will to embrace change and
innovation, and Kono’s vision is central to this effort.

Dr. Ritter Diaz
International Consultant
Tokyo, August 23, 2024



