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I. Introduction

Smart cities have been defined in the literature according to three key criteria: smart tech-
nology, smart people and smart collaboration (Appio et al., 2019; Baron, 2012; Meijer
and Bolivar, 2016). The urban deployment of smart technology (information and commu-
nication technologies) is key in the smart city discourse (Angelidou, 2017; Baron, 2012),
but several studies have also suggested that it is the inhabitants that make a city “smart”
(Meijer and Bolivar, 2016). In other words, smart cities are those that attract and cultivate
highly educated people (Shapiro, 2006).

The third criterion, i.e. “smart collaboration”, the focus of this study, refers to the
involvement of a wide variety of stakeholders—including citizens—in the governance
of the city (Ruhlandt, 2018). In particular, “smart collaboration” calls for local govern-
ments to partner with companies to address wicked urban problems, such as population
health, pollution, and climate change (Koppenjan et al., 2004). Despite “smart collabor-
ation” being seen as a distinctive characteristic of smart cities (Appio et al., 2019; Nesti,
2020; Rodriguez-Bolivar, 2015), we know little about how public and private actors col-
laborate to transform a city into a smart city (Rodriguez-Bolivar, 2015). The collaborative
model of public—private partnerships (PPPs) has offered a blueprint for the development
of smart city projects but there is little literature exploring its adoption in the smart city
context (Liu et al., 2020; Ruhlandt, 2018). Our study addresses this gap by investigating
how do public and private actors collaborate in transforming a city into a smart city?

In carrying out this investigation, we build on previous studies that have analyzed
PPPs as a contingent and culturally situated practice (Koppenjan and de Jong, 2018;
Steijn et al.,, 2011). As noticed by Wang et al. (2018), “informal institutions (e.g.
culture and custom)” (p. 312) may influence the adoption and success of PPPs. These
partnerships, which originated in the USA, indeed acquire different forms in contexts
with different governance traditions (Koppenjan and de Jong, 2018; Steijn et al.,
2011). The Japanese case is one that deserves in-depth investigation because of the
highly distinctive historical patterns of partnerships between private and public actors
(Hollands, 2015). In particular, values that are characteristic of the Japanese culture,
such as “stability, goodwill and mutual obligation” (Domberger et al., 1997: 778), are
said to enable cooperative rather than contractual relationship between organizations.
This paper thus explores how PPPs have emerged in the Japanese context with a specific
view on smart city initiatives.

The following sections offer an overview of the existing literature on PPPs in smart
cities and a description of the research method adopted in the study. We then provide
a critical discussion on PPPs in Japanese smart city initiatives with a focus on
Yokohama City. The paper finishes with some concluding remarks.

2. PPPs in smart cities

Public—private partnerships are a key component of neoliberal reforms such as new public
management, which praises private sector involvement in public decision-making and in
the delivery of public services (Hood, 1991). Despite the global diffusion of
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neoliberalism, Bockman and Eyal (2002) argue that different forms, molded by local
needs and through the epistemic inputs of local expertise, have emerged in varieties of
countries. Neoliberal practices such as PPPs are no exception. Indeed, PPPs have been
found to be geographically and historically specific (Brenner and Theodore, 2002;
Steijn et al., 2011, 1236; Koppenjan and de Jong, 2018).

Originated and developed in the US and UK context (Domberger et al., 1997), the idea
of “partnering” suggests that public and private actors can reconcile potentially conflict-
ing values, beliefs, and practices by reaching an agreement via contracting and transac-
tional arrangements (Koppenjan et al., 2004; Reeves, 2008; Reissner, 2019). These
contractual arrangements typically see the private actor incurring the initial financing
cost upon payment of a lease fee by the public actors over the life of the contract,
such as the Private Finance Imitative in the UK in the 1990s (Broadbent et al., 2003;
Koppenjan and de Jong, 2018). However, these initiatives showed several pitfalls,
such as loss of political control, fragmentation of responsibilities, inaccurate risk calcu-
lation, and a clash of ethos between the public and private contractors (Broadbent et al.,
2003).

Recent literature suggests that the transactional PPP approach may well be ill equipped
to address the specific challenges characterizing collaboration in smart city projects (Liu
et al., 2020). These require substantial investments in technological innovation, which
makes risk-sharing arrangements between public and private actors even more
complex (Liu et al., 2020). Furthermore, the development of long-term and collaborative
partnerships is of greater importance in the smart city context owing to security issues
linked to the gathering and use of citizens’ data by companies (Veselitskaya et al.,
2019). A shift from transactional to collaborative partnership is therefore of great import-
ance for smart city development (Liu et al., 2020).

The few studies on this topic suggest that models of smart city PPPs are still in the
making but there is a prevalence of top-down over bottom-up arrangements (with a stron-
ger public or private roles, respectively; Rodriguez-Bolivar, 2015; Angelidou, 2017).
Some argue that the infusion of the private sector into public projects has led to
private corporations acquiring undue influence in defining and solving urban problems
(Brenner and Theodore, 2002; Grossi and Pianezzi, 2017; Hollands, 2015; Lombardi
and Vanolo, 2015; Vanolo, 2014). It is not uncommon to find local governments prior-
itizing private interests over public ones (Soderstrom et al., 2014; Vanolo, 2014). A case
in point is New Songdo City in South Korea (Hollands, 2015: 8).

In contrast, other studies demonstrated the stronger role of the state in smart city part-
nerships (Angelidou, 2017; Appio et al., 2019; Datta, 2015). For instance, national and
local governments in China and India have often exercised a strong top-down political
and administrative leadership, in line with a more bureaucratic and centralized model
of governance (Angelidou, 2017; Appio et al., 2019; Datta, 2015). Datta (2015) shows
how governments have played an active role in the advent of the smart city utopia.
These heterogeneous experiences warrant further exploration of how PPPs are estab-
lished in smart city initiatives and the role that local context including economic, cultural
and historical factors plays in this process. This will be the focus of our empirical
analysis.
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3. Methods

Our explorative study draws on secondary and primary data. Secondary data included
existing scholarly literature on Japanese history and culture, and documents and
reports concerning Japanese smart city initiatives from government sources, international
and national institutions, and business organizations. Among these initiatives, we focused
on Yokohama smart city, the most advanced of the Japanese smart cities.

Primary data included interviews averaging an hour’s duration with key members of
the Yokohama Smart Business Association (YSBA). This association was formed in
2015, comprising Yokohama City and five private companies. The interviews involved
18 officials of Yokohama City and 13 corporate managers working on smart city projects
in Yokohama. A three-part interview moderation guide was tailored to reflect the parti-
cipating organizations’ mandates. Interviews with officials of Yokohama City focused
on the motives for and nature of participation in smart city projects and relationships
with YSBA companies. Participating YSBA companies were interviewed to establish
the nature of their participation and their reasons for participating in smart city projects,
the benefits and challenges of relationships with the city, and relationships with other
companies in the context of the YSBA. Each interview was recorded, transcribed, trans-
lated into English and content-analyzed using NVivo.

Our analysis consisted of three stages (Gioia et al., 2012; Nag and Gioia, 2012;
Turner and Rindova, 2012). First, the transcripts were coded inductively by identifying
concepts emerging in the interviewees’ narrative. Second, we grouped and organized
these concepts into second-order themes aiming at capturing similarities and
differences among the concepts developed by different interviewees (See Figure 1).
Third, we further reflected on these concepts by moving back and forth from the
relevant literature and secondary documents to the second-order themes identified in
the interviews. This “cycling” (Gioia et al., 2012, 21) was key in our theorization of
the data. The discussion about the different interpretations of the second-order themes
indeed led to a consensus around three main aggregate dimensions: “sponsored capital-
ism”, “Japan incorporated”, and the “samurai ethos”. The latter will be discussed in
Section 5.

First Order Concepts 2" Order Themes Aggregate Dimensions
Guess (sontaku) government’s will * Government and businesses as Shomsored
Strong ties to the government T paters ) —_— Sponso
Testing technology % - Negotiation and reciprocal e ‘apitalism
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Figure 1. Data structure inspired by Gioia et al. (2012).
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4. PPPs in Japanese smart cities

The Japanese government started to promote the ideals of a smart city in the early 2000s.
In particular, the Ministry of Economy Trade and Industry (METT) identified reductions
in carbon dioxide emissions as a key strategic goal and called for collaboration between
local governments and private companies to solve this crucial urban problem. In 2010,
the government solicited funding for “next-generation energy and social system demon-
stration projects” in Japanese cities.

The national government-led energy projects were welcomed by Japanese cities. Only
four out of 16 cities—Yokohama City, Kitakyushu City, Keihanna District and Toyota
City—were selected by the government for funding. The overall budget for these pilot
projects was 126.52 billion yen, with two-thirds coming from the national government
and one-third from the private sector (Mah et al., 2013). The private corporations,
endorsed by the local governments, formulated and submitted their own proposals dir-
ectly to the national government (Mah et al., 2013). All projects were centered around
energy efficiency, such as home energy, building energy and community energy manage-
ment systems and electric vehicles.

Yokohama City received 74 billion yen, making it the largest recipient of these pilot
projects. This is perhaps partly because Yokohoma city had already developed urban pro-
jects in collaboration with private companies that led to its designation as “Eco Model
City” by the Japanese government in 2008, and “Eco 2 City” by the World Bank in
2009. Following the completion of these energy pilot projects in 2014, new smart city
projects were launched under the “Future City programme” by the national government.
The main difference was that these projects were carried out without the solid promise of
national government funding (Mah et al., 2013; Pham, 2014). In spite of this, numerous
smart city projects have been launched. In December 2019, the Smart City Public—Private
Partnership Platform was established by the METI in collaboration with the Cabinet
Office, the Ministry of Internal Affairs and Communications, and the Ministry of
Land, Infrastructure, Transport and Tourism to promote these projects in a coordinated
manner. This platform currently lists projects developed by 134 local governments
including Yokohama City and 301 companies. However, the second-phase smart city
projects rely almost entirely on funds from private corporations. At times, the projects
are initiated by the latter, and at other times by the local governments. In some cases,
smart city projects have seen a limited involvement of local governments, such as in
the case of the Fujisawa Sustainable Smart Town set up by Panasonic and the Hitachi
Smart Industrial Town led by Hitachi (Pham, 2014).

An example of smart city projects initially co-funded by the national government and
private corporations but jointly run by private corporations and the local government is
the Virtual Power Plant project in Yokohoma. In the first stage (2010-2014), an experi-
ment was conducted to cut the peak voltage by discharging the electricity stored in a
storage battery at the peak time. The experiment was then followed by a second stage
with the storage battery being installed as a Virtual Power Plant at 18 elementary
schools in 2016 but fully financed by private corporations such as TEPCO Energy
Partner and Toshiba.
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In summary, from 2010 to the present in Yokohama and other Japanese smart cities,
private participation in projects that serve public interests, such as carbon emissions
reduction, has differed distinctly from that in traditional and Western PPPs. First,
private corporations investing in these energy-saving projects have no expectation of
recouping their investments from the government. Second, the Japanese smart city
cases suggest more complex collaborative dynamics than can be found in
contractual-oriented and transactional PPPs. Local governments’ financial contributions
to these projects are insignificant, as they play a largely coordinating role. Their main job
is to encourage private corporations to propose projects aligned with national agendas on
carbon emissions and climate change. Third, local governments use their public image to
attract private companies to participate in smart city projects. It seems important for the
companies to be associated with both the central and local governments. These differ-
ences make the nuances and complexity of smart city PPPs particularly interesting to
explore. The next section draws on historical and cultural studies on Japan and evidence
from the Yokohama case to explain why private actors in Japan are ready to collaborate in
smart city projects.

5. The Japanese model of smart city PPPs

The above described characteristics of Japanese smart city PPPs, as we will demonstrate,
are historically constituted and culturally derived. In particular, they are rooted in three
key factors: “sponsored capitalism”, “Japan incorporated”, and the “samurai ethos”.

5.1 Sponsored capitalism

The government’s call for private partners to participate in the national agenda, channeled
by local governments, is rooted in the Japanese political and economic history. The Meji
Restoration of 1868 was a key transition point in Japanese history (Bestor et al., 2011)
when the government that had ruled Japan over the previous 250 years was replaced
by a new government that aimed to promote industrial development while protecting tra-
ditional values. Its primary objective was to industrialize Japan, and it, therefore, played a
crucial role in boosting strategic industries through financing. Key financial institutions
remained under state control. Governmental control of banks and foreign exchange
control laws, introduced in the 1930s, prevented Japan from becoming dependent on
foreign capital.

Even when the banks were not under direct state control, relationships with the gov-
ernment facilitated access to loans from commercial banks and were therefore of primary
importance for industries (Fulcher, 1988; Kaplan, 1972). To direct industrial develop-
ment, a state agency now known as METI set industrial policy objectives on channeling
resources into private corporations that were considered to be strategic and would achieve
exceptional economic growth (Fulcher, 1988). In the 1970s, the central bank provided as
much as 84% of private corporations’ total financing.

This financing had reduced to 44% by 1984 (Schwartz, 2001: 28). Furthermore, many
of the restrictive regulatory frameworks were abolished or relaxed in 1980s in line with
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international neoliberal trends. A case in point was the electricity sector, whose key
players are the main protagonists of smart city initiatives. In the 1990s, the government
started to adopt new public management-oriented reforms to deregulate and liberalize the
electricity sector. The objective was to increase competitiveness by reducing electricity
rates (Kikkawa, 2021). At that time, 10 electric utilities supplied 88% of the electricity
consumption in Japan (Jones and Kim, 2013).

However, since then the market liberalization has been “slow and ineffective” (Jones
and Kim, 2013: 14) with the few general utility companies preserving their regional
monopolies (Jones and Kim, 2013). As of March 2020, approximately 80% of total elec-
tricity sales were still generated by the 10 existing major power companies (including
Tokyo Electric Power Company—TEPCO; Kikkawa, 2021). Against this backdrop,
many corporate managers in Yokohama’s smart city projects reported that their compan-
ies see smart city PPPs as an opportunity to influence government policy-making. The
liberalization of the electricity sector is indeed critical for many participants (Mah
et al., 2013) and, in spite of neoliberal reforms, Japanese state agencies continue to sub-
stantially influence the country’s economic life, owing to power derived from “long-
standing business—government relationships, respect for the bureaucrats—and sanctions”
(Schwartz, 2001: 27).

This influence is reflected in the role played by the METI as main promoter of the
smart city agenda. One corporate participant in Yokohama City reflected on the govern-
ment invitations to participate in the agenda: “Instead of saying ‘cannot’ you should say
‘next year’, or ‘I’ll think about it’”. Companies feel compelled to respond positively to
governmental smart city initiatives. This emerged in our conversation with corporate
managers. One corporate manager commented on the type of obligation that corporations
feel toward the government’s requests:

Since the government funding is open to the public, there is no clear request for participation,
but it was stated that “I [the government] want you to come out.” This is the world of “con-
jecture” in Japanese [...] it was asked by the government office to come over through a
“survey of intentions”. If your answer was “difficult”, they say “I want you to reconsider”.
It means, “take part”.

This quote suggests that, when evaluating the “worthiness” of smart city initiatives,
the companies feel obliged to comply with the government’s requests, guess (sonfaku)
its wishes, and behave accordingly. Local government can also take advantage of its
ties with the national government. For instance, a city official explained that “The
company is joining because of Yokohama’s strong ties to the national government”.

The Japanese government’s traditional role in the country’s economic life endows it
with important leverage to direct industrial development toward areas deemed nationally
strategic. For instance, following the Great East Japan Earthquake and the explosions at
Tokyo Electric Power Company’s Fukushima Power Plant in 2011, the METI decided to
shut down all nuclear power generation in Japan and radically change its energy strategy,
shifting from nuclear power (which represented one-third of the total energy production)
to renewable energy, which at the time was less than 3% (Jones and Kim, 2013). In this
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respect, the promotion and development of the renewable energy sector through smart
city initiatives appears to be a shared interest in business—government partnerships.
This partnership privileges a focus on innovation, efficiency, and performance. By
joining the initiative, participating companies can not only influence policy-making but
also innovate and improve their smart-grid technologies: “The purpose of this pilot
smart city project is to confirm whether or not it will be established as a business, so prof-
itability is not a priority” (YSBA corporate participant). Another corporate manager
commented:

We expect to participate in some projects that create a market there. Once the market is estab-
lished, we will develop our business there, but we have to identify various factors before
doing so. We may have to wait for the technology to mature and devise ways to make it prof-
itable. [...] If various conditions are not arranged, it will not become a full business.

The sub-projects subsumed under the umbrella term “smart city project” all revolve
around energy management and are experimental in character. Companies are invited
to experiment with innovative technologies in the city while contributing to energy
saving and consequently carbon dioxide emission reduction. The smart city is thus con-
figured as a space where companies can test their technologies and establish a space for
themselves in future and international markets.

Companies intend to test their smart technology in Japanese cities and then commer-
cialize them abroad with the support of the METI. The latter indeed works closely with
the Japan Bank for International Cooperation to increase Japanese companies’ future
global market share. The government thus aims at revitalizing economic growth by boost-
ing businesses’ technological innovation both locally and globally.

Corporate participation in smart city initiatives thus ensures continuity with domestic
conventions that see government and businesses as partners in industrial development
and global competition. This Japanese model of “sponsored capitalism” (Lockwood,
1965) represents a compromise between the top-down, central planning of socialist coun-
tries such as China and the capitalist model of the USA. The most interesting aspect of
this model is that “neither government nor business necessarily imposes its will on the
other or assumes leadership unilaterally” (Kaplan, 1972: 15). Starting from the Meiji
Restoration, Japan’s political framework has indeed been gradually remolded to incorpo-
rate the ideals of liberal democracy. As a result, the government’s power has been par-
tially offset by a rising civil society and corporate power. The latter, though, has
always been inextricably linked to state power, as explained in the following section.

5.2 Japan incorporated

The term “Japan incorporated” has been coined to describe a “close-knit cooperation
between government and business” (H. Nakamura, 1978: 68). The idea is that the
Japanese government and businesses collaborate so closely that Japan as a whole can
be seen as a single corporation, with the government functioning as the headquarters
of numerous branches, i.e. Japanese industries. Other formulas such as “concerted
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economy” and “participatory partnership” are also used to describe this relationship
(Kaplan, 1972). This is rooted in Japanese economic history.

Japan was historically characterized by the domination of a few powerful financial and
industrial conglomerates, the “zaibatsu”. The key members of these groups were former
state officials (Fulcher, 1988). Even after their partial dissolution, these conglomerates
re-emerged as keiretsu, and the boundaries between businessmen and bureaucrats
remained blurred. For instance, businessmen still occupy the majority of seats on advis-
ory councils (shingikai) set up by the ministries to enhance the policy-making process
(Schwartz, 2001). The objective of these councils is to coordinate and settle competing
interests, thus laying the ground (nemawashi) for policy implementation. Constant com-
munications, exchanges of opinions and partnerships between bureaucrats and business-
men privilege “pragmatic social compromises” (Hirschmeier, 1970: 13).

Furthermore, over time it became common practice for bureaucrats who retired in their
fifties to find employment in industry and banking, a practice called amakudari—Ilit-
erally, “descent from heaven” (Kaplan, 1972; Schwartz, 2001). This career path facili-
tated interactions between the government and industries seeking to direct the
country’s industrial development. This practice is still widely in use today and in the
smart city context. For instance, according to a 2011 survey by the METI, 68 METI offi-
cials were re-employed as directors or advisors at the 10 regional power companies in the
last 50 years. Many of them were hired as advisors and executives (The Nikkei, 2011).
Along the same lines, between 2011 and 2015, 17 METI officials were re-employed in
organizations set up by power companies (The Tokyo News Paper, 2015).

In line with these historical trends, Yokohama’s transformation into a smart city was
enabled by a set of management changes aimed at blurring the boundaries between busi-
nessmen and bureaucrats. To begin with, this transformation involved an internal reorga-
nization of Yokohama City. In particular, a new Climate Change Policy Headquarter was
established and a new managerial class of professionals from the business world
emerged: “This effort could only be done by people invited from outside” (Yokohama
City official).

As a result of these changes, a third of personnel were transferred in from outside or
hired mid-career. These changes facilitated interactions between Yokohama City and
businesses, and enhanced the city’s attractiveness to companies. The fact that the
current mayor and the head of the department in charge of smart city initiatives have pre-
viously worked in corporations operating in Yokohama City can be interpreted as con-
tinuity in these transformations.

An earlier step toward business—public partnership was the establishment in the 1984
of a hybrid public—private enterprise, the Yokohama Minato Mirai 21 Corporation, which
was in charge of revitalizing the city center. The company counted the city government,
Tokyo Gas and Tokyo Electric Power among its main shareholders, and soon became one
of the protagonists in implementing the smart city policy.

The establishment of the YSCP Promotion Council in 2010 and the YSBA in 2015
followed this historical tendency to build a pathway that can be recognized and shared
by both business and the state. Within this hybrid model, companies and the city govern-
ment share objectives, as well as responsibility for the outcomes. Meetings are held every
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month for information sharing and consultation. These are important occasions for com-
panies to exchange relevant information and obtain information from the city government
about policy directions and government funding. Sometimes initiatives are taken by the
city government, and at other times the companies contact Yokohama City to propose
projects: “There are times when we make a proposal, and there are times when develop-
ment companies ask us if there is any government funding” (Yokohama City official).
Mutual exchange and partnerships aim to reinforce the relationship between these
urban actors, thus enhancing the possibilities for long-term relationships.

Accordingly, Yokohama City has envisaged new ways to negotiate between public and
private interests. It has established a consultation desk called the “Co-creation Front” where
companies can present their proposals to Yokohama City. The latter then negotiates the pro-
posal with the companies in relation to the project’s objectives, the human, material and
intellectual resources needed and the procedure to adopt to carry out the project. A set
of Key Performance Indicators are then associated with each of these aspects in what
has been called “Civic Co-creation Lean Canvas”. This Canvas offers a scheme for nego-
tiation. For instance, a corporate manager argues that policies and requests coming from
Yokohama City are often “irrelevant and unprofitable” and the company needs to negotiate
to transform them into something appealing for their business. On the other hand, the city
needs to ensure that the project ultimately leads to a public benefit. The final objective is to
reconcile these competing interests: “In the stage of implementing a specific project, it is
necessary to overcome various ‘adjustments’. The result is ‘agreement’” (corporate partici-
pant). Open disagreements and disputes are not visible. As Obuchi (1987) commented, “a
dispute is like a disease” in Japan (p. 81). Although reaching agreements on projects is the
fruit of a historical process, the collaboration between these actors is also enabled by cul-
tural proximity, the origins of which are discussed below.

5.3 Samurai ethos

The changes undertaken during the Meji Restoration also laid the foundations for the con-
temporary public administrative apparatus, as municipal governments were established
for the first time (Sorensen, 2012). Members of this emerging bureaucratic apparatus
were mainly the ex-samurai who had brought about the Restoration (Fulcher, 1988). In
their transformation from warriors into bureaucrats, the samurai created a distinctive
system of values from their education and training in Japanese Confucianism. In particu-
lar, political loyalty, obedience, respect for authority, and self-restraint were the main
virtues promoted by Japanese Confucianism, which were carried over to the new bureau-
cratic elite.

The Confucian ethical ideal, combined with strong nationalism, also shaped the char-
acter of the Meiji entrepreneurial class. Following the dismantling of the samurai class,
many ex-samurai became the new business class. Business and commerce were afforded
lower status at that time, and the Confucian samurai ethos was mobilized to legitimize
business affairs and prompt the modernization of the economy (Johnston and Selsky,
2005; Kaplan, 1972; Lockwood, 1965). “The samurai image of service for the public
welfare was thus transferred to the modern entrepreneur” (Lockwood, 1965: 246), and
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bureaucrats and businessmen were educated to share a sense of national purpose
(Hirschmeier, 1970). The emerging enterprises also carried on the traditional value
system based on familism and groupism (Hirschmeier, 1970). The foundations of
modern Japan were thus laid on a set of cultural and traditional values: desire for consen-
sus, group membership, identification with harmony (wa), and a capacity to compromise
by adjusting to others’ opinions and avoiding conflict and direct confrontation
(Hirschmeier, 1970).

This approach resonates with our findings on city—business relationships in Yokohama
smart city. Like the government, Yokohama City seems to enjoy a power that is not
merely economic but is rooted in the privileged status historically enjoyed by the
samurai and carried over to the bureaucratic elite. Similarly, in service for public
welfare, companies see a way to legitimize their identity in the eyes of their customers.
Yokohama smart city is often referred to as a “brand” that the Yokohama City can give
and companies can use to legitimize and promote their businesses. In a marketized world,
cities are indeed called to capitalize on their image, and Yokohama is no exception.
However, in the Japanese context, it is not only a market, but also refers to the public
image (omote) of trustworthiness, which is associated with the public sector and has
its roots in Japanese traditions. All of our interviewees referred to trustworthiness as a
key attribute of the public sector. For instance, one explained that:

It is hard to believe what the private sector is saying because it is based on profit, but some
people say that what the government is saying is trustworthy [...] they still believe what
Yokohama City says (YSBA corporate participant).

The same sentiment was expressed by a city official:

The machines are purchased by citizens. The city of Yokohama explains to them that the
project is primarily aimed at preventing global warming. If a business salesman comes,
they may say, “go home”, but if a Yokohama City official comes, they listen.

This allows Japanese local governments to preserve a public image that is particularly
attractive to private corporations seeking to legitimize themselves and publicize their
businesses to the general public and overseas. Furthermore, Yokohama City can use
its “public image” to facilitate and coordinate relationships between companies:

Sellers have asked Yokohama City to approach buyers. We in Yokohama City are more
trusted than sellers. Since the city of Yokohama acts as an intermediary, the buyer
company listens to the seller. If the company suddenly goes to a building and asks for a
BEMS [building energy management system], they won’t listen. (Yokohama City official)

We see that the traditional profitability/market logics are often at odds with public pro-
jects, and that in such cases, businesses may decide to prioritize their relationships with
the public actor over market interests: “There were times when we refused projects for
economic reasons, but the top management of Yokohama City asked us to work at the
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head office. In that case, we have no choice but to reconsider” (YSBA corporate partici-
pant). As this quote shows, the collaboration between these actors cannot easily be
defined in terms of a transactional relationship.

Market evaluations are often set aside, as the companies seek to maintain good rela-
tionships with public actors. For instance, a corporate manager suggested that “there is a
negotiation to lose money here, but make a profit there. However, the public-related busi-
ness is mostly a loss”. The same participant argued that “probably the administration and
private companies in the West are drier; in Japan, you have to communicate at least like
your old neighbors. To put it another way, it is similar to parents-in-law. More often. I
have to go to the YSCP Executive Committee more than once a month. I also have to
show my face to [Yokohama City official] once or twice a year”.

Values such as loyalty and respect for hierarchy and authority are therefore very
important in the partnership between Yokohama City and private companies. Another
participant with experience in both the public and private sectors explained that corpora-
tions make efforts to work with and adjust to Yokohama City:

The [corporate] mission is to get along well with Yokohama City, so it is a failure if a conflict
emerges there. Private companies are tailored to the public. Private companies learn how to
behave through long, repetitive experiences with the public (Yokohama City official).

In explaining the nature of their relationships, the companies and the city government
used a term similar to the notion of “co-creation”. However, this has another dimension.
The objective of co-creation is to cultivate a long-term relationship aiming at reconciling
tension and achieve harmony (wa). Achieving harmony requires indirect communication,
avoidance of conflict and sharing a common purpose: “we have different values, but we
try to avoid conflict. It is necessary to endure each other” (Yokohama City official). A
corporate manager described the relationship with Yokohama City as a “loan
relationship™:

It’s on loan. [...] “This time you cried (loss), so next time, good (let me make a profit)” is
common. This is the same for both the private sector and the government ... Externally, it
is a partnership, but on the inside, it is a relationship that continues a loan and loan
relationship.

The objective of the partnership is to build reciprocity through debt. Reciprocal debt
allows the relationship to last in the long term.

6. Concluding remarks

Our analysis suggests that smart cities are an interesting area of study to explore PPPs but
largely understudied (Bovaird, 2005; Liu et al., 2020; Meijer and Bolivar, 2016).
Addressing this gap, we have demonstrated the role that culture and historical conditions
play in enabling more collaborative-type PPPs, which are especially important for smart
city development (Liu et al., 2020).
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We identified a distinctive model of PPPs in Japanese smart city projects rooted in the tra-
dition of “Japan incorporated” (A. Nakamura, 1998), “sponsored capitalism” (Lockwood,
1965) and samurai ethos. In Japan, smart city PPPs consist of mutual adjustments and long-
term relationships aiming to define and achieve common goods, such as the reduction of
carbon dioxide emissions, economic growth, and industrial development. This collaborative
model also finds expression in the emergence of urban public managers, i.e. managers who
are able to establish compromises between public and private interests because they belong to
both the market world of big corporations and the governmental civic world.

Following a global trend, neoliberal reforms have been enforced in Japan since the
1980s and PPPs have been a key component of these reforms in the smart city context.
However, we argued, PPPs represent a cultural and historical heritage in Japan eman-
ating from a Japanese version of neoliberalism (Bockman and Eyal, 2002). In contrast
with other smart cities (Hollands, 2008, 2015), the Japanese smart city initiatives offer
indeed a model of neoliberalism (Brenner and Theodore, 2002) that cannot be equated
with the all-encompassing marketization of the urban space that appeared in the West.

Public—private partnerships in smart cities are not fragile but are based on the tradi-
tional samurai ethos, a cultural glue that has held government and businesses together
over history. They are grounded in a moral principle of Japanese culture, i.e. harmony
(wa), supported by related actions and interpersonal practices that are deemed legitimate,
such as the practice of guessing (sonfaku) and conflict avoidance. Despite the power
asymmetry, government—business relationships thus rarely result in conflictual or polar-
ized disputes around the worthiness of a smart city project. On the contrary, mutual
adjustments, informal interactions, and reciprocal guidance are key in reconciling poten-
tial disagreements. On the same note, business legitimacy privileges values of trust, moral
debt, and public image, beyond a purely market logic of capital accumulation.

Notwithstanding its merits, we caution against the universal portability of this Japanese
model, especially in countries that do not have a long tradition of collaborative relationships
(Koppenjan and de Jong, 2018). In unveiling the role that cultural and local factors play in
conceiving and operationalizing PPPs, our analysis serves as an invitation for further reflec-
tion and debate on the need for context-sensitive investigations of these practices.
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