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* Raleigh Ferrell. (1969). Taiwan Aboriginal Groups: Problems in Cultural and Linguistic
Classification. Taipei: Institute of Ethnology Academia Sinica, Taiwan. p.31

*> Mary Douglas. (1986). How Institutions think. Syracuse, New York: Syracuse University Press.
p.113 and Emile Durkheim. (1973). On Morality and Society. Chicago: The University of Chicago
Press. p.160.

** Douglas Porpora. (1989). ‘Four Concepts of Social Structure’ Journal for the Theory of Social
Behaviour Vol 19.(2). pp.195-211. p.208.

*Emile Durkheim. (1982). The Rules of Sociological Method and Selected Texts on Sociology and its
Method. Hampshire: Macmillan. p.52.

*8 Mary Douglas. (1986). How Institutions think. Syracuse, New York: Syracuse University Press.
p.113
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* Scott Lash. (1995). ‘Reflexivity and Its Doubles: Structure, Aesthetics, Community’ In: Ulrich Beck,
Anthony Giddens and Scott Lash. (1995). Reflexive Modernization: Politics, Tradition and
Aesthetics in the Modern Social Order. Cambridge: Polity. pp.110-173.p.140.

. Anthony Giddens. (1995). ‘Risk, trust, reflexivity’. In: Ulrich Beck, Anthony Giddens and Scott Lash.
Reflexive Modernization. Cambridge: Polity. pp.184-197.p.189.

>1 Anthony Giddens. (2005). Modernity and Self-ldentity. Cambridge:Polity.p.80.
52 Anthony Giddens. (1986). The Constitution of Society: Outline of the Theory of Structuration. Berkeley: University of California Press. p49
>* Anthony Giddens. (2005). Modernity and Self-Identity. Cambridge:Polity.pp.85-86.
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>* Paul Hoggett. (2001). ‘Agency, Rationality and Social Policy’, Journal of Social Policy, Vol. 30, (1).
pp. 37-56. p.38.

>> Zygmunt Bauman. (1993). Postmodern Ethics. Oxford: Blackwell. p.33

*® Scott Lash. (1995). ‘Reflexivity and Its Doubles: Structure, Aesthetics, Community’ In: Ulrich Beck,
Anthony Giddens and Scott Lash. (1995). Reflexive Modernization: Politics, Tradition and
Aesthetics in the Modern Social Order. Cambridge: Polity. pp.110-173.p.129.

>" Scott Lash. (1995). ‘Reflexivity and Its Doubles: Structure, Aesthetics, Community’ In: Ulrich Beck,
Anthony Giddens and Scott Lash. (1995). Reflexive Modernization: Politics, Tradition and
Aesthetics in the Modern Social Order. Cambridge: Polity. pp.110-173.p.130.
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> Scott Lash. (1995). ‘Reflexivity and Its Doubles: Structure, Aesthetics, Community’ In: Ulrich Beck,
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Issues of transfer of foreign retailer’s Know-How in China

A case of Japanese convenience store

Gong Tao

The International University of Kagoshima

Introduction

In recent years, with the rapid growth of Chinese economy, more and more foreign companies, including
retailers are targeting the huge consumer market and launching their businesses in China. Local
competitors are not the only problem confronted them, from the standpoint of vertical transaction
relationships, a new multi-layered competitive relationship will be emerged from the wholesalers,
Manufacturers and the other business partners (lwanaga 2009). About the retail internationalization
process that will be analyzed from several aspects such as overseas procurement, assortment planning,
local customers search behavior and know-how transfer. On the other hand, concerning the
internationalization strategy, the controversy regarding standardization or adaptation has continued until
today. Although there is no final conclusion, | think all retail types should not be discussed uniformly.
Grasp the specific situation and analyze the environment toward a specific type of business that is more
reasonable. However retail internationalization is a very big discussion topic, therefore in this article I will
focus on the transformation of Know-How of Japanese convenience store (abbreviated as CVS), at first |
will discuss what the Japanese style CVS is and recent development of Japanese CVS in china. And then |
will try to point out what problem the accumulated know-how in Japan domestic when it is transferred to
china.

1 Formation of Japanese convenience store

The concept of CVS was formatted in US around 1946 by The Southland Corporation. Through 70 years,
the features of CVS such as great variety of goods, convenient service, long shopping hours make CVS
different from the other retail model. However this business model has achieved great success in Japan, not
US. Today, the largest CVSs have been operated in Japan. Because the Japanese businessmen have
reformed this model and make it more acceptable to Japanese customers. In Japan, CVS has developed
three characteristics (it also be called Know-How) which is different from the US (Yahagi 1994, Kim 2001,
Kawabe 2003).

(DThe franchise system based on the gross profit distribution ;
@Innovation of logistics and information systems based on area-dominant strategy ;
(®Merchandise strategy which oriented by customer value creation.

These Know-Hows as the pillars of operation improvement which provide the driving force to accelerate
CVS enterprise development. As a result, Seven-Eleven, Lawson and Family-mart have grown into a
large-scale retail enterprise in Japan.
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2 Development of Japanese CVS in China

Since the reform and opening-up policy was released in 1978, Chinese economy maintained a rapid
development. The development of the Japanese CVS in China began with the entry of Lawson (=2 — >/ )
in 1996. Due to the elimination of restrictions on foreign companies entering area and the number of
operating stores as the result of accession to the WTO in 2001 and the deregulation policy of foreign
capital in the distribution sector which was run in 2004. The opportunity to develop rapidly for the
Japanese CVS was given. The following is a description of the current status of Lawson, Seven-Eleven
Japan(t 7 A L7 ¥ % 3 ) and Family-Mart (7 7 X Y —~— ) in China.

(DLawson

In April 1996, The Daiei(%# -/ ——) group established Shanghai Hualian (%) Lawson company in a
joint venture with Shanghai Hualian Group, one of the largest retail companies in China and launched the
first Lawson store in Shanghai city. Store operation is basically the same as Japan. The store area is
approximately 100 m? and is also open 24 hours a day. The products at the time are handled mainly by
Shanghai Hualian which provides processed foods, soft drinks and fast food. In 2017 Currently they have
1003 stores in 5 cities.

(@Seven-Eleven Japan

In January 2004, the establishment of “Seven-Eleven Beijing” was the first time that foreign-affiliated
CVS company directly invested in the CVS business under the Chinese government approval. This
company was established in a joint venture with Beijing Shoulian (&) commercial group which has a
close relationship with the local government in Beijing. The assortment of Seven-Eleven in Beijing is
almost the same as Japan, and the product is developed centering on fast food such as the bento and the
side dish. There also was a fast food assortment called tennaichori (cooking in-store /5PN EE) that was
developed to meet the needs of Chinese customers who get used to eating hot foods. In 2017 currently they
have 2484 stores in 8 cities.

(®Family-Mart

Since this decade, Family-Mart is actively promoting the international development in China. In January
2003, Family-Mart set up a joint venture called “Family-Mart China holding” in partnership with the
parent company’s Itochu and Taiwan Family Mart company. Since 2004, the first store was opened in
Shanghai, in 2017 currently they have 2116 stores in 9 cities.
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Tablel : Recent development of Japanese CVS in China

Seven-Eleven Family-Mart Lawson
Founded 2004 2004 1996
Number of stores 543 2116 1003
Beijing Beijing Beijing
Shanghai Shanghai Shanghai
Tianjin Suzhou Dalian
Chengdu Hangzhou Chonggqing
Area Chongging Wuxi Wuhan
Qingdao Guangzhou
Shenzhen
Dongguan
Chengdu

Data source : Annual reports of each company.

3 Discussion and Conclusion

Today, these three companies focus on developing their own business Know-How in China such as
merchandising fast food, building franchises and information distribution systems, and also developing
their area-dominant strategy. However, as mentioned in the beginning, it is necessary to understand the
characteristics and business environment in this country when introducing their own business Know-How
to China, completely different from Japanese market. On this issue, | propose the following three
suggestions.

DIn China, Unlike Japan, there is a universal phenomenon of intervention by local governments and
agencies in commercial activities. In other words, when a foreign company wants to start its business in
China, it can be said that if it has a good agreement with the local government, the company will overcome
the biggest obstacle. For that reason, these three companies have made joint ventures with China's
state-owned enterprises or a major company with close ties to the local government. While this strategy is
good at first, it is more important to work closely with the Chinese joint venture, which is so different from
Japanese business practices. Failure to work together is likely to lead to business failures. | think that
Lawson whose management rights have changed 2 times should have a deep understanding on this issue.

So to sum it up, when a foreign company launch its business in China, It must deal well with government,
administrative organ and business partner in the way they do.
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@ The two-income family is commonplace in China, therefore Japanese CVSs have set up the
merchandising strategy centered on fast food to meet the high demand for home-meal replacement(HMR).
Although these three CVSs focus on developing fast food, Seven-Eleven maintained strong sales in this
sector. Chinese people are more likely to eat freshly made food than Japanese-style bento box which need
to be heated in microwave oven. After understanding the characteristics of customers, Seven-Eleven
developed a new and unique fast food assortment called tennaichori (cooking in-store) based on common
home cooking through detailed marketing research. It delivers semi-processed ingredients and seasoning
from the central kitchen to each store immediately and cooks them in store every day. It becomes a hit
product immediately after it’s launched, bringing huge sales and profits.

Therefore, it can be understood through the example of fast food, not only to meet the demands of
customers for fast food, but also by understanding the characteristics of Chinese customers different from
Japanese customers to meet the deep-seated needs.

@In order to protect domestic enterprises, there are many restrictions on foreign retail enterprises. For
example, Male smoking rate in China is close to fifty percent .But, the tobacco monopoly policy which
was run in 2007, and tobacco sales at foreign retailer’s store were banned. Because Tobacco can increase
the customers visit frequency and promote sales of related items, at the time, the sales of the Japanese CVS
were profoundly affected. In Japan, the Japanese CVS pursues the efficiency of delivery to secure the
product procurement until now. But in China, especially in big cities, there are many restrictions on the
goods vehicles. In Beijing, Seven-Eleven stores are mainly concentrated within 4th Ring road. However,
because of the traffic control policy, from 7:00 am to 10:00 pm, the goods vehicles are barred from
entering the 4th Ring road. Thereby, It has greatly constrained the delivery of goods to stores, and the
effect of area-dominant strategy that Seven-Eleven devised has also dropped significantly.

As a solution, local partners are required to use personal connections and negotiate with government
departments to obtain vehicle access permission. The companies have to deal well with different
regulations and policies from Japan through Chinese partner-government connection.

4 Limitations

This article also has some limitations. In Japan, CVS can achieve success, the most important reason is
that to expand market share rapidly by franchising. However, If we discuss the issue of franchising, we
should not only discuss the transfer of Know-How, but also carry out a study on the operation of
franchisee’s company, the differences between China and Japan on franchising laws and other related
issues. On the other hand, foreign capital supermarkets, hypermarkets and department stores also have
entered the Chinese market for more than 20 years. More research is also needed on these retailers.

Consequently, the study of transfer of Know-How towards others foreign capital retailers in China is
suggested for future research. It would also be interesting to compare the difference between them.
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1.MOTIVATION OF RESEARCH
1.1 Research backgrounds
Since Taiwan is an island country as well as Japan, energy self-sufficiency rate is low, it depends on

import from overseas and the dependence exceeds 97%. Also, the composition of energy supply is
almost fossil fuel and ECO energy accounts, which is only 16.75%. In addition, due to the impact of
PM 2.5 in recent years, Taiwanese government seems to place importance on ECO energy. Hence, the
president of Taiwan, Tsai Ing-wen, took office in 2016 and issued a plan of "Non-nuclear Hometown
" in election activities before the election due to the accident of nuclear power plant occurred by Great
East Japan Earthquake in 2011.

On the contrary, looking for renewable energy to replace nuclear power by 2025, raising 20%,
raising the efficiency of power generation, saving energy, adjusting the industrial structure and
liberalizing electricity is thought that policy will lead to the realization of nuclear power plants. In
ECO regenerable energy resources, geothermal power generation needs more attention, since, unlike
from wind power generation and solar power generation it doesn't have any influence over the
weather. Taiwan is located in the Pacific Rim Volcanic Zone and has rich geothermal resources due to
volcanic activity and plate movement. According to the plan of the Taiwanese government, in future
Taiwan will have a 7.15 GW scale power plant as land and geothermal Treasure Island.

1.2 Research purpose

The purpose of this research is to aid in the development of ECO renewable geothermal power
generation in Taiwan by the optimum use of Japanese experience and technology and explore the
suggestions to Japan on nuclear demobilization.

1.3 The strengths of the research

In 1980, Taiwan established a 3 MW scale initial geothermal power plant in the Qingshui district of
Yilan, becoming the 14th country in the world. However, till now, the current situation of the
equipment capacity of geothermal power generation in Taiwan is "zero", far from the goal of raising
200 MW of geothermal power generation up to the year 2030 which the Taiwanese government raised.
On the contrary, in Japan, a practical geothermal power plant began in 1966 with the operation of the
Matsukawa Geothermal Power Station.
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However, after that, accompanied by geothermal development, due to regulations of national parks,
rebound from hot spring areas, etc., Japan entered a period of stagnation of geothermal power
generation development. Due to the accident at the nuclear power plant due to the Great East Japan
Earthquake of 2011, the Ministry of Environment has progressed in recent years an unnecessary
application deregulation of the geothermal development work in the national park. As a result of the
progress of geothermal development in Japan, Minimization of public burden, effect of industrial
collaboration, utilization of tourism resources, employment effect, coexistence and co-prosperity with
hot springs, increase of tax revenue, etc. were able to achieve great results. In addition, since the cost
of geothermal development is high, Geothermal System (EGS), which can be developed at low cost,
is enhanced indispensably and Japan became one of the leading countries with EGS technology,
including the United States.

Reexamine of the geothermal energy, which is the potential energy in Taiwan, is also possible by
geothermal history, success stories and advanced technology in Japan, while also drawing the
scientific scenario for " nuclear demobilization " in the Japanese archipelago by making use of this
research results, which is considered to connect feature of this research.

2. LITERATURE REVIEW
2.1 Geothermal Energy®®

The word geothermal comes from the Greek words geo (earth) and therme (heat). Geothermal
energy is heat within the earth. People can use this heat as steam or as hot water to heat buildings or to
generate electricity.

2.2 Geothermal power generation

Geothermal power generation is to generate electricity using thermal energy existing in the basement.
The heat emitted by the earth does not exist equally on the earth. The heat source in the center of the
Earth is exposed near the plate boundary in the vicinity and it is called the hot spot. There are areas
that are suitable for geothermal power generation and areas that are not. Regarding the underground
thermal energy, it can be used in the main following methods.
(DUtilization by conversion to electricity (geothermal power generation)
@ Hot Spring Use (Bathing)
(Heat utilization (heating, agricultural house, food processing, fish farming etc.)

2.3. Current state of the geothermal power in the world

As a result, the geographical environment will determine the country where geothermal power
generation is possible where it is located. According to the data of Resources Energy Agency of Japan
2012(Tablel), Countries with high geothermal resources are from the top, America, Indonesia, Japan,
Philippines, Mexico and the top 5 all belong to the Ring of Fire volcanic zone. Iceland in 6th is
located in a special geothermal resources environment called Hot Plume on the Atlantic Ocean, and
Italy in 7th belongs to the Alpine Himalayan Volcano Belt. On the other hand, the capacity of the
following geothermal power generation facility reflects the degree of efforts for geothermal power
generation in each country. The top 8 of the geothermal resources and geothermal power plant
capacity is totally the same. It is noticeable that the Philippines is actively engaging in geothermal
power and that Japan, which is ranked 3". in the geothermal resource volume, is largely behind in
terms of equipment capacity ranking by 8th.

% U.S. Energy Information Administration(eia)
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Geothermal resources Geothermal power
capacity

1) America 3,00 | 1 America 309.
0 9

2| Indonesia 2,77 | 2| Philippin 190.
9 es 4

3 Japan 2,34 | 3 Indonesia | 119.
7 7

4/ Philippines 600 4 Mexico 95.8

5 Mexico 600 5 Italy 84.3

6| lceland 580 6| New 62.8

Zealand
7| New Zealand 365 7| lceland 57.5
8| Italy 327 8| Japan 53.6

Tablel. Geothermal resources and power capacity in the world

Because geothermal power generation is not influenced by weather and has a high operating ratio
(usually more than 90 %), regardless of the geothermal-rich zones and the shortage zones, are working on
a geothermal energy exploration and development aggressively. According to Emerging Energy Research,
the geothermal power generation amount of the whole world is 10.5GW by the year 2008 and is expected
that it will be increased from 3 times to 4times (31.5GW~40.5GW) by the year 2020(Fig.1)

B Low temperature

2020 hydrotherma

50 (10 MW) ECS plants bina .
B High tempesature

Fig.1. Growth of geothermal power capacities by technology(GW)

2.4.Current state of the geothermal power in Taiwan

As mentioned above, the Taiwan government plans to decommission the three nuclear power plants
operating in the country by 2025 to achieve "Non-nuclear Hometown". However, since the supply power
of these three nuclear power plants accounts for 13.5% of Taiwan as a whole, how to generate stable and
environmentally friendly renewable energy will be a challenge in the future. In ECO regenerable energy
resources, geothermal power generation is different from wind power generation and solar power
generation, has no influence over the weather, and attracts more attention. From Figure 2, we can see that
geothermal energy is Taiwan's most potential renewable energy.

Energy types 2015 | 2020 | 2025 | 2030
Land wind 737 1200 | 1200 | 1200
Offshore wind 0 520 2000 | 4000
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Hydraulic 2089 | 2100 | 2150 | 2200

Solar 1115 | 3615 | 6200 | 8700

Geothermal power | O 100 150 200

Biomass 741 768 813 950

Total 4682 | 8303 | 1251 | 17250
3

Fig.2. Renewable energy promotion goals in Taiwan (MW)

Taiwan is located in the Pacific Rim Volcanic Zone which has rich geothermal resources due to volcanic
activity and plate movement, and it is the 14th country in the world to set up power plants. According to the plan
of the Taiwanese government, in future Taiwan will have 7.15 GW scale power plant as land and geothermal
Treasure Island(Song,2017) .

Area Temp. | Vol. Heat Generating
(‘©) energy potential(Gwe)
(K ni)
18
(X10 J)

Tatun 245 40.0 24.3 514
Qingshui 200 6.0 29 62
Tucheng 170 3.0 12 26

Lushan 180 4.5 1.9 41
Chihpen 170 3.0 1.2 26

Jinlun 160 6.0 2.3 48

Table2.The temperature, the volume and the lurk energy of the earning collection layer heat energy and the generation of electricity
of the important geothermal area in Taiwan

However, there is currently no geothermal power plant in Taiwan. Geothermal exploration and
development have been suspended for a long time, if not actively involved in research, exploration and
development, and the introduction of new technologies from abroad, will inevitably fail to meet the goals
set in the plan. According to Song’s research (2017), there are mainly two factors that contribute to the
dilemma of geothermal development in Taiwan.

@ Insufficient government incentives

The risk of geothermal development investment is very high, especially in the early stages and deep
geothermal, so in the initial mining incentives and legislative protection measures are necessary. In
addition, the government also needs to invest heavily in geothermal exploration and drilling so as to reduce
the risk of initial investment by employers and then use tax revenue to replenish the funds invested.

@Law issues

Mainly because geothermal resources are mostly distributed in the aboriginal areas such as mountains, or
forest areas. For these regions, the government of Taiwan only allows green energy such as solar and wind
power to enter development and utilization, but it does not allow access to geothermal power with a
smaller land area.

2.5. Current state of the geothermal power in Japan
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In Japan, the Industrial Technology Agency of the time established the geothermal development
technology committee in 1947 to respond to the energy demand after the war. After that, each company
started investigating. In 1966, Matsukawa Geothermal Power Station was completed as the first
geothermal power station in Japan. However, after that, accompanied by geothermal development, due to
regulations of national parks, rebound from hot spring areas, etc., Japan entered a period of stagnation of
geothermal power generation development. Due to the accident at the nuclear power plant due to the Great
East Japan Earthquake of 2011, the Ministry of Environment has progressed in recent years an unnecessary
application deregulation of the geothermal development work in the national park. As a result of the
progress of geothermal development in Japan, Minimization of public burden, effect of industrial
collaboration, utilization of tourism resources, employment effect, coexistence and co-prosperity with hot
springs, increase of tax revenue, etc. were able to achieve great results.

3. ACASE STUDY IN JAPAN
3.1 WAITA Geothermal Power Station

A geothermal power station was built for the first time in 16 years in WAITA Hot Spring Town which is
in Kumamoto, Japan.

There are 2 reasons for building the geothermal power station. One is for exploring the possibility of
renewable energy business; the other is for developing regional revitalization projects.

Pic.1 WAITA Hot Spring Town (Provided by Mr.K.Hirose)

3.2 Benefits and disadvantages®’

3.21 Benefits

(DcCertainty of recovery of invested capital by the government purchasing system
@Job creation of local residents

(®Contribution as a voluntary financial source in tax revenue of local governments

3.22 Disadvantages

(DConcerns over exhaustion of resources and

excessive development and failure to recover invested capital

@Independent administrative agency JOGMEC and general finance corporation Green finance
(®Business liaison by government outer bodies such as promotion organization

(@Request for unnecessary verification cost

4 PROPOSAL
4.1 Concept

The concept of Town Development through exchange with renewable geothermal energy leaders of
Taiwan can be considered.

WAITA Hot Spring Town s actively working on electricity generation using geothermal which is
renewable energy. Using this geothermal field as a keyword, this WAITA Hot Spring Town has exchanges

¢ Kumamoto prefecture town planning seminar after the Kumamoto earthquake (2017)

54



with the geothermal leaders of Taiwan and developing global Town Development is a very meaningful
activity. The exchange with Taiwan aiming for nuclear power plant zero and the utilization of renewable
energy -geothermal is beneficial for both of Japan and Taiwan.

Pioneering and uniqueness is recognized in utilizing geothermal as renewable energy not only for power
generation but also for fostering agricultural products, further extending it to tourism resources and
utilizing it for Town Development. Where geothermal use in Japan is disclosed to Taiwan's geothermal
leaders who are focusing on geothermal development in the future, it is highly open to the public.

From now on, by deepening exchanges with not only Taiwan but also geothermal related people from all
over Japan, we can contribute not only to Town Development in WAITA Hot Spring Town but also to in
various places. It is planned to hold an international summit on the theme of geothermal power.

4.2 Subject
Leaders of promoting geothermal utilization of Taiwan with knowledge of geothermal as renewable
energy

4.3 Method

[First Step]  Site visit (4 people, 3 nights 4 days: Taipei, Yilan ,etc.)
(DThe persons from WAITA Hot Spring Town go to visit Taiwan to exchange opinions with the persons
related to renewable energy geothermal, hot spring facilities,diplomacy,Economic Department, Electric
Power Company,etc.
@Visit Yilan's geothermal power station (now paused), verify the relationship with the community and the
degree of activation.

[2nd Step] Leaders of promoting utilization of geothermal energy from Taiwan (10 people 2 nights 3
days: WAITA Hot Spring Town, Hatchobara ,Beppu)
(DAccept leaders of promoting renewable energy geothermal energy from Taiwan
@site visit on WAITA Hot Spring Town
(®Harvest experience at agricultural house utilizing heat of geothermal power generation
(@Natural steam steamed dishes experience using harvested crops
®Interchange with local people who are conducting regional revitalization projects mainly based on
geothermal power generation
©®Opinion exchange meeting.
(DSite visit on geothermal power stations operated by major power companies.
(®Beppu Hot Spring site inspection

4.4 Implementation
Organized by: NPO Food Tourism Research Institute (10 people)
Cooperation: WAITA Hot Spring Town

4.5 Expected effects
@ Direct effect

By exchanging with leaders of promoting geothermal utilization in Taiwan, the use of geothermal energy
of the Japan-Taiwan deepens.
@ Indirect effect

Experience tour of geothermal field centered on WAITA Hot Spring Town, the economic effects of
tourism etc. will be expected.
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