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In Japan's high-growth period, the importance of a knowledge society was not fully appreciated
for a leas two reasons. The fird stemmed from Jgpan's indudrid postion. Though Danid Bdl
and Machlup had aready presented the concept of a knowledge society in the post-indudrid
world, Japan was in the midst of indudridization and the development of an industrial sodety
was our primary target.

This seems undergandable, as Jgpan dood to gain a great ded from industridization. At that
time, the ratio of output to input in Jgpan was one to one, and the concepts of reprodudhbility,
zero reproduction cog and increasng returns were not undersood.

The other reason that a knowledge society faled to develop in Japan was that the core ethic of
Japan revolved soldy around hard work. While this ethic was condudve to the indudridization
of society, it did not pay adequate attention to the importance of knowledge in sodety. Jgpan's
current dtuation with regpect to knowledge has changed dramaticdly, primaily as a result of
the rapid rise of the Chinese economy. In today's economy, Japanese enterprises cannot make
profits producing goods both domegtically and in China.

As a reault, Jgpan's enterprises have begun to think differently about the various ways to use
knowledge. Knowledge comes in two varieties. When it is used in indudrid production,
knowledge comes from experience and research and devdopment in the form of innovation and
new technologies. In this context, knowledge creates economic strength.

However, when it is used in savice sectors knowledge comes from a diversty of
interpretation, or the ability to didribute and use information. Consde the case of the capita
market. Only diversity of information and a large pool of invesors can produce and sugtain an
effident market in which, on the bads of the same information, investors will both buy and
sdl equities and bonds.

Without this much needed diversty of information and invedors, the market will not have the
necessay liquidity to function; in such a market, limited liquidity will mean fewer transactions
and more ineffidency. Japan is pursuing this diverdty in its capital market.

While we have faced many obgades in this endeavor we have dso had some success - more
equities were traded on the Tokyo Sock Exchange than on the NY Sock Exchange in the first
haf of 2004, breaking a record set in 1989 a the height of the bubble. We now have a
divergty of invedors in our market, which represents a profoundly sgnificant trandformation in
Japan's capitd markets over the past decade.

If we can concelve of a sodety based on knowledge, wha does it look like? Indeed, what is
the difference between a knowledge sodety and an indudria sodety? | will point to two



decentralized access to information. In a sodety in which information is centrdized, it is
intringcdly limited and the capadty to interpret that information will be the exdusve privilege
of the limiting authority.

The formation of a sodety of knowledge depends on both the capacty for diverse and
contradictory interpretation and debate. In such a sodety, decentrdization of information is a
prerequisite for the formation of a sodety of knowledge.

Decentrdization done, however, is not suffident for the formation of such a society. Coherence,
required for the creation of ideas, is necessry to create a society of knowledge. Around the
world, there is a mixture of both decentraization and cohesion, but the two are rardy to be
found in the same society.

In Japan, we had such a combination in the age of indudridization after the Meiji Revolution
in which Jgpan managed to attain this ddicate balance. Indeed, because this balance existed in
the context of a socidy focused on indudridization, we can see the capadty for a smilar
balance in societies around the world as indudridization goreads.

We are now entering into a networked age in which the Internet plays a very important role
for the formation of a knowledge society. The freedom of information implicit in the embrace
of the Internet is indicative of the importance of access to information in a knowledge sodiety.
However, the Internet's contribution to a knowledge society is more limited with respect to its
commitment to diversty of interpretation. New kinds of algorithms will be needed to creste
new search engines and Google's success in this fied highlights the importance of this effort.
Indeed, they are leading the fidd in this area, one in which semiotics will play a very
important role. However, in these drcumdances, the concept of a knowledge sodety is
expanding and new a divison is gpearing before us. In this divide, those who provide the
foundation for and fadlitate the operaion of the exchange of information will have the power
to interpret the present and to predict the future devdopment of world affars.

Syntactic and semantics programs will be the new tools for the new knowledge sodety. In this
context, a new hiearchy of powe may emerge. In the 20th century, we faced the divide
between the rich and the poor. In this century, we will discuss the digita divide, and how to
use our experience, technologies and skills to bridge it.

Howeve, as we enter this new dage, we may be forced to condder the diversty and
decentradization of knowledge and who possesses the capability to interpret it. Indeed, this
debate may be a prerequiste for new conceptud wisdom.

In the United Sates egpeddly on the West coast, American information technology has focused
on new adgorithms and semiotics. On the contrary, Japanese society has focused on the
opportunities to interface with the individud. Broadband, moabile Intenet and digita
convergence are all designed to fadlitate these connections, and are three prominent examples
of the focus of Jepan's IT sector, which is rooted in the inexhaustible search for new and
improved infragtructure.

Building this infragructure has been the cornersone of Japanese society for many years, but



In Jagpan, outsourcing has been effectivdy non-existent. As a reault, Japan has not engaged in
the enrichment and development of new ideas necessary in a sodety centered on knowledge.
Instead, Jgpan has devdoped technology of interconnection beween materids and new
functions and between mechanics and dectronics. It is these technologies that have become the
bass for economic growth and innovation in Japan.

To put it another way, while in the United Sates, the liberation of the power of imagination is
priority number one. In Jgpan, drengthening the indudridis the primary objective. It is these
kinds of adivities that make Jgpan less vulnerable to outsourcing, but aso inhibit a knowledge
society. This dtuation suggeds both the benefits and the liabilities of Jgpan's knowledge society
when compared to that of the United Sates.

Having respect for knowledge is unquegtionably very important for sustaining a society built on
knowledge. However, sometimes respect for knowledge obgructs and basic human needs as is
demonstrated in the case of intdlectual property rights.



