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control or watch their cherished firms

As a consequence, Japan faces v

most extensive evaporation ol Kne

memory in modern history. The efte

fears, be huge since so much of Japan’s culture is embe
businesses and the skills they have amassed between them. The
idea that the country could somehow allow all this to disappear,
and that the process may even alienate parents from children, is
asource of national sorrow.

Seen from one angle, the crisis is a consequence of Japan’s suc
cess. Decades of stellar postwar economic growth helped create
a large, university-educated worktorce. These younger gener
ations have been a source of enormous pride to their parents,
but in a culture that has long emphasised filial piety and family
cohesion. their determination to turn their backs on the family
business has brought disappointment too. Many children ol baby
boomers have moved into cities and have no interest in taking
over the small factories or repair shops started by their parents in
their now-depopulating home towns.

More than 40,000 small firms a year are in need of a successor,
government data shows. As angst over the issue grows, high-
profile dramas have played out in public. When furniture-giant
founder Katsuhisa Otsuka tried to oust his daughter Kumiko
from the company’s board in 2015, he said at a press conference

y 2032

FT.COM/MAGAZINE APRIL 16/1

e R TRs T, . Y e B—



covwill ondy ever speak toamale b

harye ot call e

P fations

Cxays: T e years ago, ahim

hey had no idea what we were tal

1es they ot enraged, bla

over th

whea o "M&EA successron”. “Sull it s very rare

it to somevne who knows about

ke winning the

lottery,” says hodo

At
Ovet the pasttwomonths, the FUhas been survey ing a range

ol cutipanies to find out how the conng cnsis might play out
avtons the vountey, Uhe

stortes show that, when the deals are
tinally done, tears How aad people who have spent their whole
pevy t
livest 1 thetr business breathe a sieh
G I3
puts an end to worry about o

licl. For some, it

g banktuptey. For others, it
ngto let go. bor all, the vonsequences go tar beyond
individual siucvess ot tatlure

means lea

ARAIE MANUFACTURING

WHAT HAPPENS WHEN SUPERMAN COES

When Takeshi Arale died in September 2019 without anvinting a
successor, the manutacturing firm he ran with his brothers for Ken
erations was thrown into limbo. Takeshi was atraditiona) Japanese
manager and. typical of bosse< of his generation, one of few words.
Hedid not share much with his employees about his clients or what
the parts made by Araie Manufacturing were being used for. There
was no computerised system to manage inventories or order flow.
Everything had been in Takeshi's head.

Crudially. he didn't discuss the day-to-day runningor finances
with his younger brother, Masayuki, who now found himsell »
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about M&As. So they had no idea what we were talking aboat

Sartie

nes they got encaged, blaming us tor talking about such
ascrtous baue over the phone.” These days more people have
heard about the idea o “MXA succession”. “Stll, 1t is very

to reach out to somcone who knows about .

s ke winning the
lottery,” says hodomar

Uvet the past two months, the F'V has been survey IR A range
obcompanies to b vut how the coming crisis might play out
avtoss the vountty. then stottes show that, when the deals are
hnally done, tears tlow and people who have spent thelr whole

lives butlding their business breathe 1 stgh of reliet. For some, it
puts an ¢

to worry about loonng banks uptey. For others, it

means learntng to let yo. For all, the consequences go tar beyond
individual success or tatlure,

ARAIE MANUFACTURING
WHAT HAPPENS WHEN SUPERMAN GOES

When Takeshi Araie died in September 2019 without anointing a
successor, the manufacturing firm he run with his brothers for gen-
erations was thrown intolimbo. Takeshi was a traditional Japanese
manager and. typical of bosses of his generation, one of few words.
He did not share much with his employees about his clients or what
the parts made by Araie Manufacturing were being used for. There
Wwas no computerised system to manage inventories or order flow.
Everything had been in Takeshi's head.

Crudially, he didn't discuss the day- to-day runningor finances
with his younger brother, Masayuki, who now found himself »
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fiscal year to March 2021, they succe

firms with successors, more than a tenfold incre
years earlier. “We were first told we would have to walt about two
years for a match,” Masayuki recalls. I worried because we were
already on the brink.”

But then, through the scheme, he met Kimihike Yamashita,
57, lor the first time at the end of 2019. A lanky lormer aircralt
engine specialist who is sporting a red jacket and a double-layet
of face masks, Yamashita describes Masayuki as “a sophisti
cated craftsman who's been the pillar ol this tactory tor 60 years™
He also uses the term monezukuri, synonymous with manu
tacturing but which also implies a deep respect for the craft of
“making things". After the two talked, Yamashita used a govern-
ment scheme to borrow the money to buy Araie's shares. The
company's loans would also now be guaranteed by agovernment-
backed entity, without personal risk to the new owner.

More than two years on, Yamashita’s modest office at the Araie
factory still looks like thousands of similar family-run places
across Japan, with its grey desks, filing cabinets and low chairs.
In the far corner, there is a miniature shinto shrine on the wall.
As Yamashita lays out his vision, an employee regularty pops in
to use a microscope on the desk. One of his first moves was to
expand the workforce from 11 to 16 because Masayuki was simply
not replaceable by another “superman”. Yamashita spent about
¥300,000 ($2,519) in six months on job ads and looking for ways
to attract new employees. Passing on Masayuki'’s knowledge is
vital, he says. “If we can't do this, the firm will surely collapse.”

Despite this, Yamashita believes that Japan’s succession prob-
lem is not because there aren't the people to take over companies
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B BUSINESS NAME
GENKI

B FUNCTION
TRADITIONAL UDON

RESTAURANT

W CURRENT OWNER

TREPRENEVY

REIKA

HACHISU vaaerr

TRANSFER

FROM ORIOINAL OWNER

RYOQLO IWASARI (LEFT) TO
HACrH 3y WrnO I3 ANONN
AS PHE SUCCESSUR OF LAST

RESOURT TO RESTAURANTS

ACROSS Jaran

YOYOQG! Towvo

» Araie. Instead it's down to th

ense Cost pressures these
companies face. [n our two hours together, he fields three long
calls from business partners. “You know we can't keep produd

gatthese prives!” he tells one duringatesty exchange. The caller
d demanded a single part that takes 30 minutes to produce - tor
aprive ot ¥350 ($0.42). “So Lasked him: it it's ¥350 tor 30 iminutes,
it's ¥100 tor an hour. Woukl you work tor that Kind ot money 1™

In a bid to increase margins, he has started accepting orders
for larger, more complicated parts for the construction industry.
“Il you raise prives, fewer people send you orders, but the
net result is the same and it frees up the resourves to do more
innovative, value-added work.” Yamashita shows oll one
moce thing he hopes wall help turn Arade around: a 30 priated
bright green prototy pe ot a cotfee mill, which is the result ot com
bining his engineering bachground with Araie’s technology. He
wants to transtorm the company into a maker of products
not just pacts. “Companies like ours have the technology with
out whivh Japanese n

osukari would not exist,” he sayy,
“We must st help these tiems and then help tind people who
can inhetit them.”

GENKI

SURVIVING AND THRIVING

For almost three decades, Ryozo Iwasaki worked in quiet ano-
nymity among the ranks of Japan's salarymen. Then. in his carly
fittles, he left the construction company where he was a civil
engineer and wentto noodle school betore setting up Genki, atra-
ditional udon restaurant in the Sugamo district of Tokyo.

A heaving shitamachilabyrinth of small restaurants and bars
beloved by the post-work crowd, the area was the perfect hume
for Iwasaki’s new venture. It didn't take long for word of his deli-
clous udon to spread through a city not short on fine-dining
options. Within a few years, Genkiappeared onthe revered Tabe-
log list of the capital's top 100 udon shops. And by 2020 Iwasaki
had built a fanbase among aficionados. Then his landlord gave
him some bad news. The building Genki stood in was to be sold
for redevelopment.

Tokyo owes its ever-changing skyline and its flavour as a city
toa permanent state of being torn down and rebuilt. Many busi-
nesses faced with such issues simply find a new spot to open. But
for Iwasaki, who was 68 and had never considered the issue of a
successor, it felt like a sign that it was time to give up. However
highly his noodles ranked among foodies. the idea of securing
10-year bank loans to relocate in his late sixties was daunting,
Meanwhile, his two sons had careers of their own, and there was
nO energetic young successor ready to take on the job.

With the end in sight, Iwasaki got in touch with an employerin
the construction industry to ask if they needed the services ot a
retired civil engineer. He also began telling loyal customers that
the days of their favourite udon were numbered. They were not »
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six months later, Iwasaki sits at a table near theentrance of the
pewly opened Genki in Tokyo's upmarket Yoyogi district. A few
hundred metres south les the home of former prime minister
shinzo Abe. A similar distance to the north isthe home of Japan's
richest man, the Uniglo lounder Tadashi Yanai. The lunchtime
rush has just finished, and a large delivery of eggs lor the even-
ing is being hoisted from the front door to the gleaming metal
kitchen. The smell of corn oil, in which Iwasaki deep Irie |
signature tempura, hangs thickly in the air.

Iwasaki tells me that salvation for Genki finally came in the
form of one of its many devotees. Reika Hachisu is a 36-year-
old entreprencur with a habit of swooping in as the successor of
last resort to restaurants across Japan. She also happened to be a
huge fan of the old Genki. Whenever she had been there, Hachisu
poted the long queues outside, even in the rain. She started to

s Genki's

do her research on udon restaurants, even going to the south
west island of Shikoku - one of several places that claims to be the
birthplace of Japan's favourite comfort food.

A month before Genki was due to move out of its old build
ing, Hachisu, who is chief executive of the restaurant operatos
Otto, came to the negotiation table. The deal was done shortly
after the first meeting, with Otto, which runs more than 20 estab
lishments nationwide, taking care of everything from finding the
relocation site 1o hiring staff. Critically, Hachisu also agreed that
Iwasaki himself would stay on.

It's not her first merger. The last time out she also hired the
former owner, but there were conflicts over stafl recrultment
“Employees were unsure who to follow,” says Hachisu, With
Iwasaki, she shares her ideas on how she wants to grow Genkl
including plans of opening at least five udon eateries under
the same brand.

They also discuss how to educate the younger gencration
as udon chefs and technical aspects such as whether soup and
noodles should be made at a central kitchen if they expand the
chain, Hachisu wants Iwasaki to stay as long as he can, inw hatever
capacity he wants: “Just tasting udon at eac h Genki location
and giving advice, for example, is an important task that
only hecando”

Iwasaki says: "There are various forms ol succession. Some
people hesitate to sell their business to be hired by a company.”
He is happy with his decision. “1 have no stress in udon-making.
But 1do feel pressure,” he says, laughing. “I need to meet the sales
target or 'll be fired.”

IKOMAYA

FATHER TO SON, WITH A TWIST

In Kobe, everything changed on January 17 1995, when the
mighty western port city was bowed by a massive quake that
killed 6,000 people and left 320,000 people at evacuation cen-
tres. For Kaz oue, the battering of his family liquor store,
1k ya - which was founded in 1935 and survived the second
world war - was one of thousands of life-changing events that
defined the quake’s aftermath

When Inoue reached his shop in the affluent district of
Ashiya, adjacent to Kobe, e found every bottle of sake broken
their re
rool tili

gling with the shattered pieces of traditional
ght down as the city trembled. The scene inside
lkomaya was bad. But compared with the devastation eve-
rywhere ar Lit, at least it was still standing. As the painful
recomtruction of the city began, Inoue too began rebuilding,
using driftwood and other scrap material he dragged from a
nearby beach. His 13-year-old son, Ryoji, watched him work.
Fhere was a wider splrit of rebirth around Kobe during this
period and Inoue had his sights set on fundamental change. »

‘SOME PEOPLE
HESITATE TO
SELL THEIR
BUSINESS TO
BE HIRED BY A
COMPANY"’

FORMER GENKI OWNER
RYQZO IWASAKI, WHO
STILL WORKS AT THE
UDON RESTAURANT
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B BUSINESS NAME: IKOMAYA

B FUNCTION:
WHOLE FOODS SHOP

B CURRENT OWNER:
RYOJI INOUE (ABOVE LEFT)

B BUSINESS TRANSFER:
INOUE TOOK OVER FROM HIS
FATHER KAZUO (LEFT)

B LOCATION:
ASHIYA, NEAR KOBE




4 Years earlier he had been diagnosed with an intestinal disease
that doctors said was incurable. Rather than accepting this fate,
Inoue adopted a strict diet of brown rice, organic vegetables and
natural foods, a regimen he says kept him alive and which he was
determined to share with the wider world. When Ikomaya reo-
pened, itdidsoasa whole foods shop.

Over the nexttwo decades, the transformation worked. Inoue,
now 74, recalls the deep pleasure that came from hearing about
customers who overcame their own debilitating illnesses by
eating his foods. But he was quick to see that the unstoppable rise
of giant supermarkets and e-commerce had huge implications.
“Although customers come to our shop at first to discover prod-
ucts, they move away to heavily discounted places to make their
second purchase,” he says.

This realisation crystallised Inoue’s succession plan: he would
do everything he could to steer Ryoji away from taking over the
business. The boy was instead urged to study and play with his
friends. “Inever wanted him to feel like how I felt when my father
asked me every day to help him prepare the store.”

For a while it looked like his plan was working. Ryoji gradu-
ated from one of Japan’s best public universities, and his father
convinced him to join a company listed in the the Tokyo Stock
Exchange’s prestigious first section (recently renamed the
prime section), home to the likes of Sony, Toyota and Pana-

sonic and a byword for job stability, a decent salary and

white-collar respectability.

That changed two years ago when Ryoji, now 39, demanded
the right to succeed his father and take over the shop. Inoue was
horrified, not tomention confused. “I have always envied people
whowork in offices,” he says. “In this shop I have no fixed salary,

no bonus, no paid leave.” To cap it off, Ikomaya was now strug-

glingbadly. Inoue told Ryoji he was opposed to the idea.
The son says he took his decision with his eyes open and knew

Ikomaya was in the red, though he admits that, when his father

showed him the finances, “it was worse than I rwﬁ_ expected”.
The store had posted a deficit for eight consecutive years. mcn
he set about persuading his parents that he should quit his job
and devote himself to keeping Ikomaya alive as it approaches
its 10th decade.

Ryoji prides himself on making logical decisions. He moved
the financial decision-making out of the hands of an elderly tax
accountant on whom his parents had leaned heavily for decades.
He also overhauled his own outgoings so that, if necessary, he
could survive without income for up to two years. The opposition
from his father - and particularly his mother - was stronger than
he expected. But he found an important ally in his younger sister,
who'd missed her brother when he left Ashiya for his big city job,
and joined the effort to talk their parents around.

After months of discussion, the successors won. Ryoji took over
his father’s business in October 2021. He confesses to having felt
anxious at the beginning but says not having a retail background
allows him to “see things differently”. There is even a plan to rent
out akitchen space in the shop as a bar after it closes at 6pm.

Inoue still spends a lot of time at the shop. “We are in small
conflicts every day,” Ryoji laughs. His father often throws away
vegetables without notifying Ryoji, who manages inventory.
When Ryoji experimented with displaying products on different
shelves, Inoue silently put them back. “Iam till not entirely from
the bottom of my heart for the idea of Ryoji taking over the busi-
ness,” he admits.

Since he became the fourth generation of the family to own
Ikomaya, Ryoji’s monthly salary has more than halved. His
story may be a twist on the prevailing narrative in Japan, but he
is satisfied with his decision. “For the first time in my life, I did
somethingdifferent from what I have been told by my father” E

...............................................................................

Leo Lewis is the FT’s Asia business editor. Eri Sugiura and
Antoni Slodkowski are Tokyo correspondents for the FT

‘I AM STILL NOT
ENTIRELY FROM
THE BOTTOM
OF MY HEART
FOR THE IDEA
OF RYOJI
TAKING OVER
THE BUSINESS’

KAZUO INOUE,
IKOMAYA’S
PREVIOUS OWNER




