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PRACTICAL ASPECTS OF ELABORATION
OF INTERNATIONAL INVESTMENT PROJECT
IN EDUCATION SPHERE IN JAPAN

The article examines the possibilities of implementation of the international investment
project of non-formal education in Japan. A generalized assessment of the current state and
trends in the Japanese economy for the period 1990-2020 is presented. The main strengths
and weaknesses of the Japanese economy, affecting the degree of investment attractiveness of
the country were identified. As a result of the analysis, opportunities for the development and
implementation of the project to create a language school, the distinctive characteristics of which
are price competitiveness, focus on oral interaction, student-oriented coaching, employment of
foreigners were identified. The peculiarities of the legal framework of the business are defined,
organizational steps for the creation of such business are given, calculations of the need for
investment resources and projected cash flows from the implementation of the project are
carried out. Assessment of the investment attractiveness of the project by key performance
indicators (net present value, profitability index and payback period) revealed its relevance.

Key words: Japanese economy, international investment project, evaluation of the effective-
ness of the investment project.

V Slnowii, ofHIN 3 HAHCHJIBHIIINX €KOHOMIK Y CBITI, JIe TpoKUBae 125 MijbHOHIB JIfo-
JIeid, BOJIOJIIHHS aHTITIHCHKOIO MOBOIO OB’ sI3aHE 3 BEJIMUYE3HUMU IIepeBaraMy Ta 03Havae mpu-
BiJIei 3 "aciB ermmoxu Meiii3i, KOIU AITOHCHKA elTiTa BHKOPHCTOBYBAa aHrniﬁCLKy MOBY SIK iH-
CTPYMEHT y TEXHOJIONYHHX 3Maranmsx i3 3axozom. Cim pokis oxynaun kpainn CIIA micrs
Jlpyroi cBITOBOI BilfHI TAKOXK CIPABHIIN BEJTMKHIA BILIMB HA CKOHOMIYHHIA, IIOJITHYHHIA Ta CO-
mianbHAN po3BuTOK SnoHii. BinOynosa Smnowii 3a cipussHHS aMEepHKaHIIB 3MIHWIIA CIIPUIi-
HATTA AMOHIIB, OB’ S3YIOYH aHrniﬁCLKy MOBY 3 TAKHMH 1/ICAIMH, SIK CBOOO/IA T IGMOKPATIs.
IIporsirom cemu pOKiB OKymallii KpaiHa 3iTKHys1acst 3 GaraTbMa MONITHYHHMH Ta GKOHOMIY-
HUMH 3MiHAMH, BKJIIOYAI04H JIi0epaisaiiio, i MOBIILHO NEPEBO/IMIA CBOT OCHOBHI Tajly3i BH-
POOHHUITBA BiJl CITLCHKOTO T'OCIIOIAPCTBA /10 JIETKOT MPOMHUCIIOBOCTI, @ TIOTIM JI0 BaXKKOT Ipo-
MHCJIOBOCTI.

Exonomika SmoHil mOBUJIBHO BIIHOBIIIOETHCS 3 €IIOXH €KOHOMIYHOI cTarHaiii, BoHa e
HIISIXOM MTOMipHOTO 3pocTanHs. ChOTroJiHI e TPETs 3a MOTYKHICTIO €KOHOMIKa 3 HOMiHAJIb-
M BBIT 61m3bk0 5,06 TpruibiioHa qomapis, 10 30cepe/pkeHa Ha MepeloBOMY BUPOOHHUIITBI
Ta eKCIIOPTi, CUTBCPKOMY TOCTIOAAPCTBi, pUOaIbCTBI Ta TypusMi. SmoHis ayke ocoOnmBa i
BiJPI3HAETHCS B IHIMX KpaiH; TaM HApOIWJIOcs 0araTo yCHIITHUX KOMITaHIH Ta yHIKaJb-
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HUX Oi3Hec-pakTHK. BoHa Takox € ijepom y cdepi BACOKOTEXHOJIOTIYHUX IHHOBAIIIN Ta BU-
poOHuITBA. Y MOITHYHO CTa0IIbHIN Ta Oe3MeuHii KkpaiHi 0araTo MOXKIIMBOCTEH ISl pi3HOTO
Oi3Hecy, arne 11 OIOpOKpaTis Ta BiTHOCHA CKJIATHICTh BeJIeHHS Oi3HECY U iHO3EMIIiB pPOOUTH
Horo cynepe4sMBUM, alie MOTEHIIHHO KOPUCHUM BHOOPOM ISl iIHBECTUIIIHOTO MTPOEKTY.

3a ocTaHHI POKH 3HAYHO 3pocia NoTpeda 3HATH, SIK CIUIKYBATHCS aHMTIHChKOF0. [IIKib-
Ha Iporpama 30Cepe/KeHa MepeBakHO HA TaKMX HABUUYKaX, K YATAHHS Ta MHCHMO, 1 Oara-
TO crpoO pedopMyBaTH CHCTEMY 3a3HaIM HeBAad. ToMy OAaThKM Ta Y9Hi 3BEPTAIOTHCS IO
NPUBATHUX MOBHHUX HIKLJ, 1100 OBOJIOAITH BMIHHSIMHU FOBOPUTH Ta PO3YMITH YCHE MOBJICH-
Hs1. KpiM TOro, BUKJIalaHHsI aHTJIIHCHKOT MOBH € OJIHIEIO 3 HAWMOMYJISIPHIIIUX POOIT IS iHO-
3eMIiB B SlnoHii. PHHOK MOBHMX IIKIJI IOCUTh HACHUCHHH, aJie 3a IEBHUX OOCTABUH 1€ MOXKeE
OyTH InyXe KOpPHUCHHUM. [1esi iHBeCTHIIIHHOTO TMPOEKTY TONIATaE B TOMY, 00 CTBOPUTH TPH-
BaTHY MOBHY IIKOJIY, III0 30CEPEUTHCS HAa HAJaHHI SITOHISM NPAaKTUYHUX HABUYOK aHTIIii-
cpkoi MoBH. [Ipoext nependayae crBopennst Godo Kaisha (simoncekuit anamor TOB). Llei
THIT peecTpallii HalKpaie MiaXoAuTh MoAi0HIM KoMITaHii, BpaXoByOUH po3Mip i MacmTad Jii-
ambHOCTI. OCKUTBKA KOMITaHis HE IDIaHye€ BUIAaBaTH CepTUQIKATH, MOTpeda y CremialbHO-
MYy JIIIEH3YBaHHI BiJ| Jiep)KaBu BiACYyTHs. [Ipu3HaueHHs1 IUpeKTOpa-npeacTaBHUKa B SmoHii
€ 00oB’s3k0BUM, ate GK 103BoJIsIE IPU3HAYUTH TUPEKTOpA-TIPE/ICTABHUKA, SIKMH HE € pe3u-
nentom Smonii. KoMmnanis nianye HaiiMaTH 1HO3eMIB, SIKi BXKe NMPOXKHUBAIOTH y SImowHii, Ta-
KUM YHHOM KOMTIaHisl 3MOe CKOPOTHTH BUTPATH, a He HaliMaTH mpodecioHaiB SMOHCHKOTO
MOXOJDKEHHS, HAaTH POoO0Yi MOXKIIMBOCTI [IsI €KCIIATIB, POMAryBaTH 3aXiTHHMA ITiIX1/] 10 BU-
KJIaJIaHHS Ta IIBHUJIKO 3HAWTH BiIIOBIIHUX NPALliBHHUKIB.

Knrouosi cnosa: exonomixa Anomii, misxxcnapoonuti ineecmuyitinuii npoexm, oyinka eghexmus-
HOCMI THBECMUYIUHO20 NPOEKM) .

Introduction

In Japan, one of the strongest economies in the world and home to 125 million
people, proficiency in English language is associated with the huge advantages
and signifies privilege since the Meiji era when English was used as a tool by
Japanese elite in a technological catch-up with the West. The seven years of U.S.
occupation of the country after the Second World War have also left a big impact
on the Japan’s economic, political and social development. The reconstruction of
Japan aided by Americans altered the perception of Japanese people, associating
English language with such ideas like freedom and democracy. Today, Japanese
language contains dozens of English “loanwords”, to the point that the natives are
concerned with the authenticity of the language, while at the same time foreigners
can’t understand the original meaning of the English word because of how twisted
the meaning has become due to the specifics of the culture. Nevertheless, in 2021,
Japan was ranked 78th in the EF EPI out of the total of 112 countries, being
categorized as low proficiency country and in comparison, with other East Asian
countries, the only one that experiences a steady decline in English proficiency
[1].

While having a decent demand, foreign languages due to their fundamental
differences with Japanese language are very challenging to learn, especially in
business context. Japanese people are good at more logical and structural parts of
the languages, but when it comes practical usage, they are often met with a bunch
of barriers, including cultural one. Government reforms were implemented to fix
the major issues in the educational system but teachers were unable to universally
adapt to all of them, that is why a lot of Japanese people graduate without decent
foreign language skills and often use services of private schools to get prepared
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for any significant events which involve the usage of foreign languages. That is
why investing in a language school in Japan, due to its peculiar environment, is a
great opportunity not only to turn profit but also with the implementation of the
proper and suitable teaching techniques to have a positive impact on the linguistic
diversity of the nation.

The aim of this article is to demonstrate practical aspects of elaboration of
international investment project in education sphere in Japan taking into account
external factors of project’s environment.

Review of publications on the topic.

Assessment of the major aspects of the Japanese economy, based on
macroeconomics, studying growth and business cycles conducted by Takatoshi Ito
and Takeo Hoshi [2]. Authors cover essential policy issues, taking into account the
Japanese banking crisis of 1997-1998 and the global financial crisis of 2008-2009,
discussing financial regulation, monetary policy, and fiscal policy. Analysis of
main social and economic indicators is conducted, including saving, demography,
and social security in light of Japan’s ongoing demographic transition; industrial
organization; labor markets; international trade and international ﬁnance; and the
Japan—U.S. relationship.

The Akram’s research is devoted to the analyzes Japan’s economic challenges
in light of the moderate recovery after the protracted stagnation, ongoing
demographic changes, the reforms of Abenomics, and globalization [3].

Different methodological approach to the investment project’s appraisal and
their practical application are considered by H. Kerzner and E.Verzuh [4,5] The
research of I. Shkura is devoted to the practical issues of investment project’s
appraisal for all branches or spheres of the project [6].

Results of research. Japan always had a relatively secure territories and
rarely faced any military aggression from the outside world, as a result the country
was politically stable and experienced steady growth. However, because of the
Sakoku (isolation) policy, Japan was mostly cut from the technological progress
that was happening in the West [2]. In the second half of the 19th century the
Meiji Restoration happened, which was a result of all the foreign pressure put
on Japan to open the country. Since then, contrary to famous belief that Japan
has only started to experience the rapid economic growth after the World War 2,
Japan’s economic growth has been very fast, especially at the start of 20th century.
The country already had a high level of education, a high level of agricultural
technologies, network of roads, and a large amount of accumulated capital. At the
end of the World War II Japan’s imperialism was eventually crashed by the US
and during the seven years of occupation the country faced a lot of political and
economic changes, including liberalization, and was slowly transitioning its central
industries from agriculture to light manufacturing and later to heavy manufacturing
[7]. With the San Francisco peace treaty being signed, the sovereignty of Japan
was finally restored on April 28, 1952 and the country was able to independently
formulate its economic policies

Japan is without a doubt a member of the group of the world superpowers,
it belongs to a bunch of international organizations such as: ASEAN, APEAC,
OECD, UN, G8, G20. The economy of Japan has been slowly recovering from an
era of economic stagnation, it is on the path of the moderate growth. (Fig. 1) Now
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it is the third strongest economy with the nominal GDP of $5.06 trillion that is
focused on advanced manufacturing and export, agriculture, fishing and tourism.
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Fig 1. Nominal GDP, current prices, Japan, USD
Source: created by authors based on data provided by World Bank

Because of the lack of natural resources, the country is forced to import most of
industries related raw materials. Nevertheless, it is one of the most innovative economies
in the world. Rated as 13 most innovative country by Global Innovation Index 2021 [8].

Japan has been battling with low inflation and even deflation since the late
1990s. The price level, measured by GDP deflator and domestic demand, was on
a decline until 2013. Nevertheless, core inflation rate is still far from the 2.0%
target set by the Bank of Japan and was barely 1.0% in 2018, sometimes there
were rises in inflation due to the increase of sales tax, for example in 2009, but
with the effects of tax increase quickly losing its effectiveness, inflation rate also
fell sharply. Factors like weak demand and muted wage growth are responsible
for low core inflation rate in Japan. Inflation was falling through the years, it was
close to achieving the target set by BOJ in 2018, but after the Covid-19 breakdown
the deflation quickly returned, as the uncertainty of the pandemic prompted people
to spend less and save more (Fig. 2).
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Fig 2 Inflation rate, 1990-2020
Source: created by authors based on data provided by World Bank
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The unemployment rate is low and inflexible. In 2018 unemployment rate
was about 2.0%. In the November of 2021, post-covid Japan sits at about 2.7% of
unemployment rate.

To further talk about the strengths and weaknesses of Japan, an analysis of the
economy should be conducted to consider in detail the above-mentioned aspects.

Strengths. Japan’s one of the biggest strengths is how safe and secure the
country is, crime rates are 4 times less than in the US. This makes Japan a great
place for tourism and stimulates investment. [9]. In addition, Japanese people are
very responsible, active and hardworking citizens. They are skill oriented, loyal
and usually achieve objectives that are assigned to them.

The country is also famous for its business management practices and
efficiency, Kaizen, Kodawari, the 5Ss of Japanese efficiency and many more are
famous practices that made Japanese corporations very efficient. The government
has also been very successful in making clear and strong decisions which lead to
the prosperity of the economy. The country’s laws are transparent and do not favor
one company over another. There are also special loan programs which provide
financial capital for small and medium businesses for everyone who at least has
a residency in Japan. For example, Japan Finance Corporation, a policy-based
financial institution, can provide support for micro businesses and individuals
with the average of ¥7 million ($60,572) per loan and 2% fixed annual interest
rate even without a collateral provisions or guarantor.

Weaknesses. Japan is very populated country, with comparatively small size
and area of the country, there are lot of people which mostly live in urban areas,
the population of Tokyo, the largest and probably busiest megacity in the world
is home to nearly 14 million people officially, and if we would include the greater
Tokyo metro area of Saitama, Kanagawa and Chiba, the number reaches up to
38 million people, housing about 30% of the total population of Japan. There is a
massive overpopulation in the big cities and very high prices in real estate market.
There are also big issues with low birth rate and aging population in the country.

Japan is home not only to about 125 million, but also frequent natural
disasters. Japanese island is susceptible to earthquakes, tsunamis, typhoons, floods
and even volcano eruptions. Many buildings have a counterweight system installed
that swings with the movement of the structure to stabilize it, smaller houses are
built on flexible foundations that absorb the movement during the earthquakes
and diminish the devastating effects. In addition, the country has the highest debt
to GDP ratio in the World, in 2021 it was estimated to be about 234.18% of its
GDP, having a total of $9.087 trillion of debt. The debt level has skyrocketed after
the burst of the asset price bubble in 1986, the government had to bail out a lot of
banks and insurance companies so it provided them with low-interest credits. A
lot of the banking institutions were nationalized and numerous fiscal incentives
were implemented.

To conclude, a lot of competitive advantages and some disadvantages
of the country come from its unique features that were created by its culture,
geographical location and history. Japan is very special and different from other
countries; a lot of great companies and unique business practices were born there.
It is also leading in high-tech innovations and manufacturing. While having a lot of
opportunities for various businesses, being politically stable and safe country, its

112



ISSN 2074-5362 (pring), ISSN 2522-9702 (online). EéponeiicoKuii 6eKmop eKOHOMIUHO20 PO . 2022. Ne 1 (32)

bureaucracy and the comparative difficulty of doing business for foreigners makes
it a controversial but potentially rewarding choose for an investment project.

Relevance of establishing the project in the sphere of education. In
the recent years, the necessity of knowing how to communicate in English has
increased significantly. The school program focuses mainly on such skills as
reading and writing, and a lot of attempts to reform the system has failed. That is
why parents and students are approaching private language schools to master the
abilities of speaking and listening. In addition, English teaching is one of the most
popular jobs for foreigners in Japan. A lot of Japanese private schools, firms and
universities hire foreign language teachers. The language school market is quite
saturated, but at given circumstances it can be very rewarding.

The evolution of private language education market occurred mostly
due to the globalization processes happening in 1970s, when the industry was
developing alongside the others. In 2006, it was estimated that about 0.6% of
Japanese population was enrolled only in English-conversation schools, also
known as eikawa. Generating about 20,800 JPY (about $190) monthly per person
[10]. The reason for such is lacking language education in government schools.
To be more precise, it is the focus and motivation behind the education that is
affecting the quality of it. In Japan, the problem lies in the fact that first of all the
education lacks articulated goals to begin with. While it is understandable from a
business perspective, learning of foreign language can provide a profit-generating
commodity. But in the school systems, foreign languages are usually acquired
in pursuit of some other goals, while not wrong in nature, leaning too much on
this approach might make the learning of the language counterproductive. Most
of the high school students study English only to pass entrance examinations to
university, often forgetting about the language after achieving their goals. What
school curriculum lacks is a philosophy and a personality. The main focuses
are put on such skills as reading and writing, as was mentioned before, largely
neglecting the importance of oral skills that are very important for communicative
and interpersonal development of a human. This is what prompted the rapid
development of the private school market. The ones which would provide child a
western approach to learning a language, less rigorous, strict, and more rewarding.

Finding the specific and practical need, setting the school in a residential
area, integrating with locals and innovating can attract many customers. While
opening a whole language school in Japan is expensive and complicated at the
start, it will prove to be a very rewarding investment in the not-too-distant future.

Elaboration of the project and it’s appraisal. The idea of the investment
project is to create a private language school that, at least at its starting period, will
focus on giving Japanese people the practical English skills.

The project involves the creation of Godo Kaisha (a Japanese analogue to the
LLC). This type of incorporation fits the company best, considering the size and
scale of the activities. Godo Kaisha provides more flexibility and is less costly
as compared to alternative Kabushiki Kaisha (A Japanese version of joint-stock
company), which fits medium and large sized companies and can also be publicly
traded [11]. As the company is not planning to issue certificates, the need for
special licensing from the state is absent. Appointing a representative director is
obligatory in Japan, but GK, allows to appoint a representative director who is
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not a resident in Japan. The company plans to hire the foreigners already living
in Japan, that way the company will be able to cut costs, as opposed to hiring a
professional of the Japanese descend, provide working opportunities for expats,
promote the western approach of teaching and to quickly find suitable employees.

So, to create a GK in Osaka an 8-step process is required:

1. Searching for the company name.

2. Making a company seal.

3. Registration of the company at the Legal Affairs Bureau of the Ministry
of Justice.

To register the company, a several supporting documents complementing the
application have to be submitted to the Legal Affairs Bureau headquarter or any of
the branch offices in major cities [11].

Also, the seal of the company will have to be registered, the certificate of seal
registration costs ¥450. After filling the documents, they will be reviewed and ap-
proved. Then, the company applies for the issuance of a company registration cer-
tificate. The whole process takes about 2 days. It is also possible to submit the reg-
istration application online if the user has a digital certification. Associated cost of
registration beside the seal registration certificate is 0.7% of the capital movement
or ¥60,000, whichever is higher.

4. Filling of the notification of company incorporation and the opening of a
payroll office, applying for the approval of blue tax return.

5. Filling of the notification of commencing the business at the local tax of-
fice.

6. Filling of the labor insurance notifications and employment rules.

7. Filling of the application for health insurance and public welfare pension.

8. Filling of the company application for employment insurance.

When new employees are hired, they are automatically insured under the
company’s employment insurance. The notification of the company’s application
for employment insurance has to be filled at the Public Employment Security
Office.

Initial investment required for the project is assesses as 3,039,578 JPY.

Main financial indicators of the project’s efficiency are shown in the Table 1.

Table 1
Discounted cash inflow, 2022-2024 (JPY)
Year |Investment | Net profit | Depreciation |Cash inflow | Discount index* CD;:g(;ngt)eVg
3,039,578

2022 1,667,073 |118,428 1,785,501 | 0.888 1,585,524
2023 1,635,766 |118,428 1,754,194  ]0.792 1,389,321
2024 1,643,417 |118,428 1,761,845 | 0.706 1,243,862
Total 4,946,256 4,218,707

Source: author’s calculations

*Discount rates are taking into account inflation rate, risk rate, and deposit rate
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Results of the project appraisal demonstrated its efficiency: positive net
present value, profitability index more than 1 and payback period in the middle of
the project duration. (Table 2).

Table 2
Appraisal of Language school project

Net present value (NPV) 1,179,123 JPY
Profitability index (PI) 1.38
Payback period (PP) 2.2 years

Source: calculated by authors

Conclusions. Japan is not an easy country to do business in, but is very
rewarding under the right circumstances. The economy was suffering from heavy
deflation for many years, had a large period of stagnation, but was always stable.
Now, Japan is on the right course, it has a lot of emerging markets and suitable
conditions for foreign investors which will probably become even better in
the future. The language learning market in Japan is saturated, but is also very
promising, especially for foreign investors. The Japan’s youth is interested in
learning foreign languages and flawed education system aids to the popularity
of the private language schools’ services. In addition, country has a large labor
market. Knowledge of foreign languages provides a Japanese specialist with an
indisputable advantage, especially, considering that a lot of people from younger
generation have plans to work abroad. Based on the results of the evaluation of the
investment project’s effectiveness, it is safe to say that the project has a potential
and meets all the necessary requirements.
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In Japan, one of the strongest economies in the world and home to 125 mil-
lion people, proficiency in English language is associated with the huge advantag-
es and signifies privilege since the Meiji era when English was used as a tool by
Japanese elite in a technological catch-up with the West. The seven years of U.S.
occupation of the country after the Second World War have also left a big impact
on the Japan’s economic, political and social development. The reconstruction of
Japan aided by Americans altered the perception of Japanese people, associating
English language with such ideas like freedom and democracy. During the seven
years of occupation the country faced a lot of political and economic changes, in-
cluding liberalization, and was slowly transitioning its central industries from ag-
riculture to light manufacturing and later to heavy manufacturing.

The economy of Japan has been slowly recovering from an era of econom-
ic stagnation, it is on the path of the moderate growth. Today, it is the third stron-
gest economy with the nominal GDP of about $5.06 trillion that is focused on ad-
vanced manufacturing and export, agriculture, fishing and tourism. Japan is very
special and different from other countries; a lot of great companies and unique
business practices were born there. It is also leading in high-tech innovations and
manufacturing. While having a lot of opportunities for various businesses, being
politically stable and safe country, its bureaucracy and the comparative difficulty
of doing business for foreigners makes it a controversial but potentially rewarding
choose for an investment project.

In the recent years, the necessity of knowing how to communicate in English
has increased significantly. The school program focuses mainly on such skills as
reading and writing, and a lot of attempts to reform the system has failed. That is
why parents and students are approaching private language schools to master the
abilities of speaking and listening. In addition, English teaching is one of the most
popular jobs for foreigners in Japan. The language school market is quite saturat-
ed, but at given circumstances it can be very rewarding. The idea of the invest-
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ment project is to create a private language school that will focus on giving Japa-
nese people the practical English skills. The project involves the creation of Godo
Kaisha (a Japanese analogue to the LLC). This type of incorporation fits the com-
pany best, considering the size and scale of the activities. As the company is not
planning to issue certificates, the need for special licensing from the state is ab-
sent. Appointing a representative director is obligatory in Japan, but GK, allows
to appoint a representative director who is not a resident in Japan. The company
plans to hire the foreigners already living in Japan, that way the company will be
able to cut costs, as opposed to hiring a professional of the Japanese descend, pro-
vide working opportunities for expats, promote the western approach of teaching
and to quickly find suitable employees. Based on the results of the evaluation of
the investment project’s effectiveness, the project demonstrated: positive net pres-
ent value, profitability index mere than 1 and payback period in the middle of the
project duration, making it an attractive investment opportunity.

Ooeporcano 25.01.2022.
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