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“YOU CAN RUN, BUT you can’t hide,” runs the convention-
al wisdom. But you can always try to hide — especially when
you've just lost your job in a tight economy and can't face
vour wife and children in the morning, or you've gone bank-
rupt and slipped into debt to some loan sharks issuing knife-
edged threats, or your spouse is beating you within inches of
your life, or you're about to lose everything, absolutely every-
thing, and you know you're not going to get it back.

The headlines and statistics about Japan’s faltering econo-
my merely skim the surface. Laid-off salarymen don suits
and ties and head out to the nearest café or library to avoid
confessing to their families. Accounting staffs are fudging fig-
ures and shifting employees into meaningless cubicles to
elude the hammer of the buyout auction block. And the large
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Spades

By RorLAND KELTS

Japan’s top private investigators take aim at corporate corruption

parks and train stations of Japan’s major citics are beginning
to overflow with the blue-canvassed boximan lodgings of the
homeless and unemployed.

To hell with conventional wisdom. When people are suf-
fering, scme opt to escape.

Approximately 100,000 individuals in Japan disappear
each year, according to Dai Wakivama, managing director of
LL Service Co., Ltd, Japan’s largest private investigation
agency. Ten thousand of them have family members, friends
or corporate bosses who arc actively and sometimes painfully
searching for them with the aid of L1 Service’s 300-person
staff of investigative professionals. The company was found-
ed by Wakiyama’s father in fanuary of 1974 — during a rela-
tively benign era in Japan's surge to economic superpower

J@pon Inc - AUGUST 2003 31




status — and its 30 years of experience has clearly (and liter-
ally) paid off today: The number of missing persons in Japan
has recently risen to annual record highs, in direct proportion
to the elongation of the nation’s recessionary economy.

1L Service posted ¥2.5 billion in revenue for the last fis-
cal year, 10 percent of which was cperating profits. In short:
Japan’s economic failings have led to L1 Serviee's astounding
SUCCOSSes.

“We usually find 90 percent of our clients,” boasts
Wakiyama, a fit and restlessly alert man with a studied elo-
guence in both Japanese and English. “Through our nation-
wide network of offices and 200 full-time investigators, we
are able to satisfy most our customers, large or small.”

indeed, mectings in the company’s headquarters several
floors up in Shinjuku’s Sumitomo building betray the power of
private investigation in a country not known for transparency.
The classic Sam Spade character of Dashiel Hammett's imagi-
nation was a hard-bitten, vaguely disreputable PI who
nonetheless maintained a strict code of ethics, however
unorthodox. But Wakiyama is a bold entreprencur ripe with
ambition and ideas.

Last year, Wakiyama published a book, How to Find

“We want to Till the gap with a responsible

and culture-specific way to make
japanese companies accountable —
and more secuyre”

Missing Persons, profiling his career and his company’s activ-
ities and assaying Japan’s current social and economic dilem-
mas. With his successes at LI Service, he formed a new
company called D-Quest in 2000, devoted solely to securities
concerns in the corporate sector. D-Quest is Japan’s maost
adventurous corporate governance firm {with a medium-term
goal of ¥500 million in revenues), and Wakiyama and his new
partner, former Yokohama banker and Duke University-edu-
cated Kiyoshi Amakasu, aim to make it entirely unique. In
late May of this year, D-Quest inked an alliance with
Carratu International, one of the UK’s oldest and largest cor-
porate investigation firms. At the end of June, Waldvama and
Amakasu embarked on a five-city tour of America in 11 days
to seelk new business opportunities.

“There's a third way,” Wakiyama explains over a dinner
in Kabuki-cho, Tokyo's paradoxically seamy and elegant red-
light district. “We can’t simply copy the Amezican or
European models, but we can learn from them. With all the
fuss over Enron and WorldCom, and the messes at Resona
and Mizuho here, we want to fill the gap with a responsible
and culture-specific way to make Japanese companics

32 AUGUST 2003  J@pan inc

accountable — and more secure.”

Both men figure that their expertise in private lives will
extend to the public sphere of Japan’s corporate behemoths,
and thus they find themselves in an ideal position. “59.3 per-
cent of all missing persons arc men, and 74 percent are over
20 years old,” says Amakasu. “The lack of communication
in families is a serious problem in Japan. And that’s also true
of corporate families. Young people don't see a future, and
when they icave home with their mobile phones, they don't
veally think they're leaving anything. Maybe the same is true
of businesspeople who hide the truth, but don’t really think
they're lying.”

The specs get dicey here. When Task how they find the
90 percent of their clients, both men go silent. Then
Wakiyama speals up. “You know, a large proportion of them
are actually hiding close to home. Its surprising. They don't
really want to go far away. But at some point, they need
money. They have to go to a bank or sign their name some-
where, and then we can trace them. Money,” he adds with a
subtle smile, “is a way to find almest anyone.”

Time is Money

1.1 Service charges an average ¥50,000 per investigator per
day. And there is a finder’s fee, depending on how difficult
the specific case happens to be. Every client signs on fora
20-day minimurmn. That's not cheap.

“Well, for some cases, especially the desperate ones, we
accept a 10-day minimum,” says Wakiyama. “Fspecially
now, with people becoming desperate because of the econo-
my. The police are no help, just as they don't help in the cor-
porate sphere. They only get involved if something is
olyviously criminal.

The problems faced by the LI Service and D-Quest are
the same impediments to growth everywhere in Japan.
Systems are manifest in Japanese life, but few of them
address serious problems efficiently, making real adaptive
change virtually impossible. There is no licensing system for
corporate or private investigators, for example, so anyone
with a good fagade and networking skills might conceivably
get the job. This in itself debases authority.

What's more, actually seeking help of any type, whether
you're a business or an individual, is seen as shameful.
#There’s the whole negative concept of therapy,” Akamasu
says. “Here in Japan, going to a therapist is an admission of
failure. But we have to completely transform that perception,
because we don’t just wang to find people, or save companies
—— we want to actually change them.”

Thirty of 1.1.Service’s investigators are women over 40
years old, and their value, according to Wakiyama, is self-
evident. The women attempt to provide therapeutic sex-
vices that will prevent ancther disappearance, another
attempt to run and hide.

"1 ess than 10 percent of our clients are repeat clients,”
says Wakiyama. “But that's still too much. It means that the
roct probiem is not solved. And it’s the same with big com-
panies. You can't just fix corruption by firing one person. You
need to have a whole approach.”

$o how do you fix the problem?

“Well, we sometimes contact the person individually,”
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says Amakasu. “But we have to deal with the individual. Tt
doesn’t matter if it’s a company or a family. Individual atten-
rion is eritical. That’s what Japan needs at all levels.”

D-Ouest hopes to introduce a system of logic imported
from the US. Japan, according to Wakiyama, has spent too
long mired in a system of vagueness and cronyism. If trans-
parency comes to Japan, D-Quest wants to lead the way.

#We're studying the licensing systems in the US,” he
says. “We want to import those standards. We need them
here hadly.”

# Anyone can say ‘I'm an investigator,”” adds Waliyama,
“Tapan has no standards at all. In the US it's decided state-
by-state. But we are now members of the Associated
Licensed Detectives of New York State, and that’s very
important. We are studying their standards, and we want to
bring those standards to Japan.”

The history behind D-Quest’s emergence is revealing.
Resona’s fiscal fiasco this past spring {resulting in govern-
ment takeover and ownership) and the following near-col-
lapse of Mizuho Bank were merely the most dramatic in a
series of debacles. Risk management is an industry in the US
and Europe that has tempered the arrogance of formerly
untouchable firms, claims Wakiyama, and he’s hopeful that
the same effect can be achieved here.

“Most Japanese don’t even understand this,” he adds. “Be
hard on businesses? Forget it.”

The challenge is daunting. Japan has never had an impe-
tus to adopt global infrastructures, and there’s little evi-
dence it is growing with dignity into new processes of
self-examination.

But Wakiyama is optimistic. “We've had scandals at
Snow Brand and Nippon Ham and now Tepco. Those disas-
ters raise awarcness. One bad habit is for Japanese companics
to just get upset emotionally when something bad happens.
But the real problem is that they haven’t really prepared for
it. This establishes the importance of risk management. And
that’s why we're here.

“But,” he concedes, “the biggest problem we face in this
country is this: The entire concept of [risk management)
remains vague.”

Unwritten Rules

In addition to their international scope, D-Quest brings to
the table a plethora of cultural and psychological insights,
mostly gleaned from their years as Pls dealing with families
and individuals on the lam. Amakasu talks at length of the
failure of the Japanese educational system to mect the needs
of its students — the very fuel of any economy’s future — by
ignoring their needs and dismissing their cries for help. He
sees the same fatiures damaging the corporate worid, where
companies jgnore their staff members and remain oblivious
to accumulating troubles until corruption and carelessness
lead to collapsc.

“"We want to introduce qualifications,” Walkiyama says.
“1Chief Risk Officer,” that kind of certification. We desper-
ately need that here. Everything should be done authorita-
tively and by the book.”

But that’s not so casy in Japan. Both men see their domes-
tic knowledge as Japanese and their fong experience with
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Dai Wakiyome (left) end Kiyoshi Amakasu of D-Guest ink fheir alliance
with their Carrotu partners in London

Japanese psychological tropes as the features that distinguish
them from overseas securities firms. In Japan, importing
ideas from abroad takes some serious native wisdom, and
this is where D-Quest comes in.

“Foreign securities firms sometimes don’t really under-
stand the Japanese way of dealing with people. There are
many foreign companies in Japan, and there are many defi-
nitions of risk. But Japanese companies have many unwrit-
ten rules and regulations. D-Quest is going to target those
companies.”

Wakiyama and Amakasu aim to focus on she risks that
an entity — a company or family — cannot predict.
Especially in Japan, where the status quo rules, this focus is
crucial. When Wakiyama says that the company is focusing
on “human resources,” I can’t help but raise the spectre of
September 11, 2001, when companies were suddenly
required to reveal a very human face.

Wakivama replics slowly, with a look of studious con-
cern. “Well, as you know, many Japanese companies had
offices in the World Trade Center. Although that incident
happencd in New York, it had great impact on Japanese com-
panies. There was a lesson there: Expect the worst, and pre-
pare for it. Quite a few companies here now have a disaster
recovery plan because of 9/11. But having a plan is one thing,
Making it work is another. That will be our job.”

I.I. Service’s form for clienfs seeking missing persons
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Legislation

The flurry of legislation that came down on the American
corporate sphere in the aftermath of the Enron and
WorldCom corruption scandals signaled a political awaken-
ing in the US. Causal relationships were not hard te deci-
pher. Individuals saw their pensicns and retirement assets
disappear, and constituents reacted with rage. Politicians
were pigued.

Wakivama and Amakasu believe that Tokyo will follow
Washington’s lead. “After the Enron debacle, there were
help-lines established by law in the US,” Amakasu says. “If
that kind of legislation comes here, it will be immensely
helpful to our cause.”

Still, the spate of cover-ups and par-
tial or nen-existent disclosure policies
in Japan leaves one less than hopeful.
Wakivama agrees. “In Japan, it's still
totally unreal to let a third party listen
to the bad news. They want to do it all
internally at the company level, right
up to the very top.

Japan’s notoriously hierarchical cor-
porate structure tends to prevent self-scrutiny. The CEQ
might talk to the CFO at the after-hours social event over a
few glasses of salke, but that's where it ends. When I suggest
that such behavior is sewn into the very fabric of Japanese
culture, both men ned and sigh thoughtfully.

“One of the reasons we're tying up with an English
firm,” notes Amakasu, “is that the attitudes there may
more closely resemble the habits here.” He cites the discre-
tionary nature of English culture (the classic “stiff upper
lip” of English endurance and circumspection| and suggests
possible paraliels to Japanese notions of tatemae and honne
— the embarrassment-saving rituals of the public sphere
{and the polite banter of mutually assured repression) ver-
sus one’s honest feelings, which just might be the truth.

Legislation in the UK called “Turnbulf Guidance” has

“itdoesnt matierifitsa
company or a family. Individual
attention is critical, That's what

lapan needs at ail levels”

made corporate governance a top priority for English compa-
nies. “It literally requires all UK-listed companies to make
clear and lucid statements about how they prepare for risks.
And it's open to the public.”

Numerous media reports in mid-June provide ample evi-
dence that the Japanese public is becoming more vocal.
Despite the still embryonic state of the securities industry,
sharcholder activism is on the rise. Activists disrupted meet-
ings across the country, most notably at Tepco’s confronta-
tion in Tokyo, where sharcholders reportedly demanded that
the company reveal the reasons behind its sudden energy cri-
sis in the nation’s capital region. Risk management is a cru-
cial first step in satisfying stockholders whose needs are not
currently being met.

“By being a corporation’s third-
party helpline,” Wakiyama reasons,
"we can actually raise the stock value
of the entire company.”

Danger

Of course, the sorts of risks
Wakiyama and Amakasu will face in
the corporate world differ from those
faced by their parent company, LI, Service. Wakiyama tells
me of the seamier side of the PI life almost apologetically.
“Yes, there are high-speed chases and there is sometimes
some vioience,” he admits, his voice dropping to a near
whisper. “Some of our investigators have lost their lives.
It’s a fact that some peaple really don’t want to be found.”

Still, just prior to their late June US tour to promote D-
Quest and establish contacts and alliances, 1 ask Amakasu
why he designed an itinerary that has the two men soaring
from coast to coast, then south to Texas, hitting five cities in
11 days before returning to Tolkyo. Won't that be exhausting?

"We're a securities firm,” he replies. “So having the two
directors out of the counery at the same time is kind of ...
mean, what if the plane goes down?” He shrugs and smiles.
*That wouldn’t be very secure at all.” @
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Have You Been Enjoying A Discount Of 50% Or More
In Your Hotel Accommodations So Far?

Today We Offer the
World's Leading Hotel
Discount Program

Established in 1986 in the USA,
Hotel Express International has
today become the world's leading
hotet discount program. Our
mermbers are entitled to a
minimum discount of 50% on
reom tariffs, subject to availability,
simply by identiijing themselves
as Hotel Express members. Today
more than four million members
enioy the savings provided by Hotel
Express International.

For the last 17 years, our Hotel Express Members have!

Over 4,000 Hotels - the
Choice Is Yours!

Extending to over 130 countries,
Hotel Express includes more than
4,000 hotels in its efficient, simple
program, Among our hotels you
will find Hotel Nikko Tokyo,
Imperial Hotel Osaka, Royal Plaza
on Scotts in Singapore, Grand
Hotel Beijing, Shangri- La's Tanjung
Aru Resort in Keta Kinabalu, along
with thousands of other lodgings
affiliated with the warld's most
prestciigious chains, such as Le
Meridien, Sheraton, Marriot and

many maore.

Hotel Express Japan
We are delighted to announce that:
we have opened a branch office
in Tokyo. For further information,
please centact the Customer
Service Centre of Hotel Express
International Japan.

Telephone: 03-5749-0891.

Email: info@hot-exjp
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