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Message from President
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To mark the centennial of our founder’s birth,
we took one step further in the context of
our original purposes.
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Hiromori Kawashima

President, Honda Foundation
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We at the Honda Foundation have worked nearly
30 years to push ecotechnological values, in pursuit
of pro-environment use of science and technology
to achieve true happiness and peace around the
world. Amid mounting concerns about worsening
earth environment, resource depletion, and other
serious issues, our approach is gaining increasing
momentum as an effective way to realize dreams
shared by all humanity.

For us, the year of 2006 will be remembered by
the centennial of our great leader’s birth, and this
year by the 30th anniversary of our founding. Taking
these opportunities, we have reaffirmed our loyalty
to Soichiro’s lifelong creed in “Respect for People,”
and further pushed our existing programs as well as
launching a new one.

Speaking of the 27th Honda Prize last year, we
chose Dr. Richard R. Nelson in recognition of his
contributions to his own field of economics as well
as policymaking in both developed and developing
countries. If you take a look at compelling needs for
innovation everywhere in our society, especially with
regard to sounder use of technology and adaptation
of social institutions to it, you are convinced his
work, an evolutionary approach to the analysis
of rise and fall of industry and economy, will have
greater impacts in the future.

Meanwhile, we implemented a new grant aid
program called the YES Award last year with the
purpose of setting up the third pillar after Honda
Prize and international symposia. Starting in
Vietnam, this program will be extended to include
other Asian countries soon in order to maximize our
support for science and technology leaders of the
next generation in the region.

We have compiled this annual report for your
review of our 2006 activities in more details. Please
have a read through it, and let us know whatever
you think we can do to make things better.

January 2007
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We have followed through with the legacy
of our founder: “Dreams and Happiness for All,
with Technology.”
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What prefaced Honda Foundation’s inception is the success
of an international symposium named DISCOVERIES which
was first held in Tokyo in 1976 under the theme of “An
Intelligent Human Approach to Traffic Problems.” Its cross-
disciplinary approach met first with greater-than-expected
response, and then with mounting requests for further
discussions. From May to June 1977, Soichiro Honda toured
Europe to define the framework of future DISCOVERIES
activities. Dialogues with key figures there convinced him
to expand it to an extent that takes into account human
civilization in general, beyond the scope of motorization
issues. Soichiro invited his young brother Benjiro, and
established the Honda Foundation in December.

At the start, Soichiro expressed his motif:“l reached where
| am now just through technology. | want to get involved
wherever technology can be a solution.” And these words
defined our scope of activity: cross-disciplinary approaches
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to be taken on an international basis on one hand; and
on the other advocacy of a new technological concept,
ecotechnology .

Our early efforts were devoted to the DISCOVERIES
international symposia for 18 years in total. Covering a broad
range of agenda, the DISCOVERIES meetings took place
13 times in major cities of the world until the last occasion
in Toronto in 1993. Meanwhile, we launched another
series of conferences, the Honda Foundation International
Symposium, for further promotion of ecotechnology, which
kicked off in Torino in 1983, with co-sponsorship of Italy’s
Agnelli Foundation. The new series has been very successful
because its details can be tailored to fit local needs of host
cities. The Ecotechnology Workshop 2005 in Ho Chi Minh
City was the 18th meeting in this series.

In 1980 we created an international award, the Honda
Prize, to honor individuals or groups for their leading roles
intechnology or knowledge toward ecotechnological
advancement of the world. The laureate for 2006 Dr. Richard
Nelson of the United States is the 27th researcher to receive
the award. In 2006 we launched an educational support
program, the YES Award, with Vietnam as the first beneficiary
country. With a particular emphasis on support for students
in emerging economies, it will be extended to include few

other Asian countries in the near future.

DISCOVERIES: Not only the plural form of the word “discovery,” it is also the
acronym for “Definition and Identification Studies on Conveyance of Values,
Effects and Risks Inherent in Environment Synthesis.”

ecotechnology: A coined term from ecology and technology. Through advocacy
of this notion, we strive for a harmonious integration of technology with the
environment surrounding human activity.
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Honda YES Award o
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Start of advocacy of Honda Prize’s 15th Honda Foundation’s 25th Start of Honda YES Award

1977 s-6n 1977 125 1980 1994 2002 2006

ecotechnology Start of International
Symposia and Seminars
The first meeting in Torino
was sponsored by us with the

Agnelli Foundation of Italy.

DISCOVERIES symposium Start of Honda Prize
The success of the first
meeting led to the founding of

the Honda Foundation.

Soichiro’s tour to Europe
Includes Soichiro’s meeting
with then French President
Giscard d'Estaing.

Founding of the Honda
Foundation Firstintroduced at the second The first laureate was Dr.
Founded by Soichiro Honda Honda Foundation meeting in Gunnar Hambraeus of
with his younger brother Tokyo. Sweden.

Benjiro Honda.

anniversary symposium
Held in Tokyo as a special
ecotechnology symposium.

anniversary symposium
Held in Tokyo as a special
China-Japan-Korea
international symposium.

The first YES Award ceremony
was held in Vietnam.
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Mission and Programs
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Our mission is to strive for a truly humane civilization

where science and technology work for harmonious coexistence

of humanity with the environment.

2006 EEIRE AEME BE

g‘:‘l

IBEE

RAHEE. SHICICH TR EHMERIC L), EERIN
DR, RXid., E&. BEFROFEFICL), SEORERE
E¥si L. REBRGEBEREERLTEE UL, TOERIE, E5(C
EERLOES, THHEBEOLALE, ABERFEICEITEND
POEGHESEED5LE L,

LU ZDE L RMEHERBRRIG. ZOAE-FP RS
NEREZIFE, ZO—AICHVWT REBHIRC/AEMEE. D
BEE. AORERE. NEREFOEHIT v TOIEKREE,
FAD OEMELMBEERRIRES LD EICHYE L,

BEAHA CNODREBERRTBHIC. ThETH, LWHW
LERLEENPRISNTEE L, L LZhSOREDERIL.
RANBANDHBREEHICRRLABDIZELPES B WS,
NODEERICHESTIE EREF ST EBDRTERICLAEATS
POFHLWEEAEEZDEELTVET,

ZD7=DICE. BERIOEBICOVWTERLBRAKRER DT
<, ERRMA DZRIICLCAE BN E/EL T RAXHAD
BiHAZTV. ZORREEICAEOBUAEFMICHILLE, £
NEELEHMREHRELIEBHNVVLETT,

DL EBRDSILKNADFEE MRE EFIREETHS
WB3AL P RAEBADTRROTRDH ) A ICDWTHRAICE
FL R TZHELT BRIRP ROV L MAESDORE.
- HE - ERZOMMDEENCH T IEERVBIK. TRICEA
DREREERTIREMRZE LT O BN ELLMEIEAKR
A 2. RO ERBFICEC LB R EE 2 ERICKER L.
HOTAFMESHSINBNAADRIEICFSLEHETEHHDTY,

1977%F12R27H i

Founding Prospectus

Modern society has achieved greater prosperity than ever,
thanks to sustained economic growth through a rush of
technological innovations that have improved our production,
transportation, distribution, and communications. We are
experiencing revolutionary changes in our way of life, and in
our changing lifestyle we have also expanded our horizons.

At the same time, however, such expansion of human
activity has produced adverse side-effects, as seen in the
elicitation of phenomena such as environmental disruption
and pollution, population-food problems, urban congestion,
and the escalation of perception gaps between racial and
ethnic groups.

Whereas serious efforts have been made to address these
problems, conventional or makeshift solutions seem to serve
no purpose; for each of them is the reflection of intricately-
intertwined workings of modern civilization, and requires a
new approach from a completely different perspective. We
thus choose to reevaluate modern civilization with help from
experts around the world, and achieve collective wisdom
to create a loftier civilization that cares about welfare and
happiness for all mankind.

On that premise, the founders have established the Honda
Foundation. The purposes for which it is organized are: to
host international exchanges, symposia and seminarsin
which people coming from all different walks of life, and
across the borders, meet together and freely discuss about
the reality and potentials of modern civilization; to honor
scholars, researchers and educators for their contribution
to the purposes described above; and to conduct our own
research and study for the same purposes. Each of these
activities may be tailored to fit the changing needs of the
times if we can come closer to a truly humane civilization in

doing so.

Est. (since) December 27, 1977
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Our Mission

Our mission is to promote, and substantiate, the notion of
ecotechnology, which supports the types of technologies
that are designed and used for human activity in
harmony with the environment in which it occurs. The
ecotechnology concept originates in our founder’s
spiritual legacy, as described in the motto: “Dreams and
Happiness for All, with Technology.” To follow through
with his yearning for true welfare and peace, we provide
support for those who extend ecotechnological values in
their attempts to resolve the problems they have identified.
And, together with these people, we strive for a truly
compassionate, humane civilization.
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Major Activities

There are three pillars for our programs to popularize
the concept of ecotechnology, and accelerate its

implementations:

FHE

Honda Prize
IOF77/09-OEENSIEELRE
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Each year we honor an individual or
group for their ecotechnologically

significant contributions to the world of
science and technology.
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International Symposia and Seminars
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We provide opportunities for researchers
and experts at home and overseas so they
can freely exchange knowledge and share

experience.

YES &

Honda YES Award
RELDHERMABFO) —F—%
BRT57-0ICEMEHEER
FIXTITOFEEMNRICKIREE
ZToTVET,

We provide grant aid for next-generation

leaders of developing countries in science
and technology for their easier and greater

access to quality education.
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Ecotechnology calls for a new technology
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Natural Environment
BRARIE

S

Ecotechnology T3ar7/B>—

paradigm that cares about Human

Environment as well as Natural Environment.

Create a truly
humane civilization
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At the Honda Foundation, all we do is based on the
lodestar ideal of ecotechnology. It is not only a term coined
from ecology and technology, but a notion that describes
our own perspective to seek harmony of technology with
nature plus the Human Environment.

Today there is no doubt human activity should remain in
accord with the Natural Environment when adverse effects
generated by modern economies, especially by the West
and Japan, could threaten the existence of humanity.
Ecotechnology, however, equally values human purpose
and aims for harmonious integration of technology with
the Human Environment. It calls for a new paradigm of
science which incorporates, and places more importance
on, human factors—diversity of country, region, culture,
race, and any other human value—that have often been
excluded. In this way, ecotechnology truly echoes
Soichiro’s spirit of “Respect for People.”

This vision of us ends up with harmony of science
and technology with both the Natural and the Human
Environments; and we take a comprehensive approach to
realize it through the integration of knowledge of natural
and applied sciences with that of social sciences as
highlighted below:
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Realizing harmonious integration of
technology and environment

For our harmonious existence with nature, a new set of
technical expertise and knowledge is essential, not only for
precise analysis of potential impacts of our activities, but for
the implementation of specific measures for problems by
use of techniques like environmental pollution assessment
and global warming predictions. For sustainable growth of
human economy, a new set of technology and institution, for
example, with regard to alternative energy policies. As one
of our top priorities, these technologies have been promoted

over the years since inception.
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Realizing new social values

As evidenced by the advent of semiconductor for the IT
industry in the 20th century, mankind carves out a new era
with a breakthrough in technology; and it has often caused
a major paradigm shift in society and people’s thinking.
We have looked for signs, and optimal use, of emerging
technologies in various areas in pursuit of a new social
paradigm, where new technology can be easily used by
anyone and social institutions can be tailored to fit the
changing needs of people. In this way, the new social
paradigm works for sustainable development of all,
irrespective of their culture and social structure.
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Realizing inclusion of life and human factors

Every technology must be comfortably accepted by all
people regardless of age, gender or ethnicity. Here we iterate
the need for “Respect for People” in all stages of technology
lifecycle, ranging from its design and development to its use
and maintenance. This is particularly true when there are
growing expectations for new technologies in the medical
and healthcare industries, given the rapid rise of genetic
engineering, fast-paced advent of sophisticated medical
devices, and nursing-care robots edging closer to practical
use. These human and life aspects constitute an integral part
of ecotechnological values, and we strive to promote these
values so they can play increasingly important roles in the

social paradigm to come.
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Challenge plus creativity equals innovations

for human happiness
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Foster lasting
innovative environment

Takeo Fukui First of all, Dr. Nelson, you received
the 27th Honda Prize for your longtime innovation
research, which is becoming increasingly
influential in corporate decision-making and public
policymaking processes. Please accept my hearty
congratulations.

Richard R.Nelson Thank you very much. It is my
great honor, on this day of Soichiro Honda's 100th
birthday, to receive the award that bears his name.
TF I'm deeply impressed by our encounter on the
centennial of Soichiro Honda's birth through the
theme of innovation, for innovation has always
been a motif underlying our corporate culture.
Soichiro was, as well as being an adept engineer
of his superb ideas, an extraordinarily innovative
manager. Just as an example, he detached Honda
R&D from Honda Motor to create a free nursery of
technology invention and innovation. The innovative
environment he created still serve as the backbone
of our unrelenting challenges.

RN In the study of many models of economic
change-rises and falls of companies and nations, |
have had a strong interest in learning the strength
of the Japanese carmakers behind their secular
growth. And part of the reasons may lie in the

succession of innovative environment you've just
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told me.

TF Yes, we've surely inherited tangible and
intangible assets from our founders, which make it
easier to bring about innovation in a spontaneous
manner at any place within the company. But
without updates, we cannot spark innovation. So
we set up an internal project several years ago, and
went over what we call “company genes” that our
founders left us. Among various sorts of corporate
inheritances like know-how, Honda language, and
proprietary activity system, we identified the genes
to discard and the genes to carry over to the 21st
century.

RN That sounds a quite unique exercise. To my
knowledge, anywhere in the American industry

there used to be a practice in which managers
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and associates meet together and discuss future
directions, but it became obsolete long ago to my
regret. Honda is different than this: your focus has
been not on the direction to go, but on the selection
to make on the company DNA. Yours is a special

corporate culture.

Why uneven growth
among nations?

TF You are probably the first economist who
focused on the roles of technology innovation in
society. Could you tell me what made you decide
s0?

RN When | was in graduate school, a question
hit me. Many countries had seen enormous
improvements in the productivity and the standard
of living from late 18th century to the middle of the
last century, but others not. How come? | started
to study the process of economic growth, and
soon noticed that some nations grew quick and
continued to prosper, some had just started to
grow, while others lagged behind in poverty. What
makes the difference? This is where | began.

TF | see. That's a very fundamental question. As a
corporate leader, I'm always concerned about the
right direction of my company. But the underlying
concern that drives me relates to what you've just
said.

RN As a matter of fact, this is an age-old question
in economics. A few hundred years ago, Adam
Smith, "the father of modern economics," wrote
his famous "An Inquiry into the Nature and Causes
of the Wealth of Nations"—a book about economic
growth strategy.

In this text, Adam Smith tries to understand
why some nations prosper while others not, and
explores how a nation's allocation of resources
affects its wealth. In this context, mine can be
viewed as a classic question of economics carried
over from the age of Adam Smith.

TF | suppose the livelihood of poor people would
improve if we know what determines the allocation
of resources. Could you extend what you've found

in your research?
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RN OK, | did substantial research on this topic, and
came to the conclusion that technology innovation
was the driving force behind the past two century's
enormous improvements in the productivity
and the standard of living. This means, for fuller
understanding of the process of economic growth,
| needed to study how those innovations came
about, or more broadly, the process of advance in
technology.

At the same time, | also found technology
innovation had been an area left untouched in
modern economics. In other words, in order
to work in earnest on this theme, | myself had
to be an innovator of research on technology
innovation. Then | went to MIT for one year to
study engineering. From my experience there and
elsewhere, | have always had a strong interest in,
and respect for, technology in general; and such
experience allows me to talk empathetically with
engineers, too.

TF I'm very glad to hear that. We can understand
your viewpoint in keen sympathy because all
Honda CEOs including myself have an engineering
background, and we all know technical strength is a

driving force for innovation.

Lead the way
by clearing the most difficult

TF Dr. Nelson, could you list a few of notable cases
in which sci-tech innovation has played a key role in
the sound progress of society?

RN Well, for example, a set of enabling tech-
nologies made possible to implement the CFC
regulations against ozone depletion. At first many
governments had opposed the move, and some
even used their vetoes. But as CFC-substitute
technologies were quickly made available, the
opposing countries became able to get the CFC
regulations reflected in their respective policies.

TF We had a similar example. In 1970s, we
succeeded in the development of the world's first
engine, CVCC, which meets the strict criteria of the
Muskie Act. | was just hired when assigned to the

CVCC project, and | got really into the development
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| have always had a strong interest in, and respect for,
technology in general. —Richard R. Nelson

CVCC.#E#HLI-7T3FERTIEYY cvccrryr
'73 Civic CVCC model CVCC engine
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day in, day out. The CVCC engine is a milestone for
the Honda innovation that heralded our subsequent
culture of challenge.

RN Actually in my country, a lot of people are
amazed to see Japanese carmakers keep
producing quality vehicles for years. The Consumer
Reports, a popular magazine, reports once a
year expert ratings and reviews on various types
of consumer goods; and | remember Honda and
other Japanese models swept the top positions in

the 1980s, and after a quarter century they still do.
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It seems this is in large part because you keep up
the good work in terms of evolutionary progress.
| wonder if Japanese carmakers share innovation
strategies each other for steady production
of quality products. Oris there any secret that
differentiates Honda from its competitors?

TF Each carmaker is one of a kind, | guess. Honda's
innovation thrives on individual strengths. We have
a culture in which our associates are empowered
and trained to take on challenges, and they tackle
the hardest ones as evidenced in the case of the
CVCC engine. For another instance, when we
started to expand overseas 50 years ago, we chose
to build our first factory in Belgium just because
Belgian government had faced difficult labor issues
and imposed the strictest restrictions on foreign
companies. In our founder's thinking, however, "If
you achieve success in the toughest country, it's
much easier to thrive in the rest." This was quite a
job, but we were there to make it happen (laugh).
Seriously, this kind of difficult experience early on
our motorcycle business helped us a lot start the
automobile factory in the United States in the late
1970s, ahead of our Japanese competitors. | don't
think there was a necessity in launching the Ohio
operation; it's financially ridiculous if you just look
at currency rates at that time. | guess it was more
of an ideological decision in underlying belief that
products should be made and tested in a great
market—what a bold decision, but we succeeded

after all.

Eggs of innovation in
many baskets for future

RN | have dreamed of a society in which people
from different countries, irrespective of the
difference in the pace of progress in their respective
country, cooperate with each other, advance at
their own pace, and lead happy lives. Could you
tell me a bit about your dreams, or dreams of
Honda? What do you think is necessary to expedite
innovation to fulfill your dreams?

TF To look back on our history, the key to Honda's

continued growth is we have set up more than
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one pillar for our business by starting off with
motorcycles, but expanding into automobiles and
other power products. From various seeds we
sowed, many stems grew. Having many stems
makes it easier to thrive on adversity or challenges
as well as to bring about innovation.

For arecent example, we started the development
of Fuel Cell Vehicle in the underlying conviction
hydrogen will be the next energy. Of course, this
project has a lot to do with environment and energy
issues; but at a deeper level, it has been driven by
our dream to alter the way auto industry advances
with our fuel cell technology, which could in turn
change our social evolution path set by the piston
engine. No doubt a big challenge like this is prone
to difficulties; but we can go because we've got our

empowered associates and never blamed them for
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"An Evolutionary Theory of Economic
Change"

—ahallmark of Dr. Nelson's work

their constructive failures.

RN Human society used to be ruled by a handful
of elites, but today our focus is on how to lift the
intellectual level of the entire society by providing
universal access to quality education. What is in
question is whether we can give every citizen proper
scientific knowledge to understand where he or she
is now from a historical and global perspective.

For example, if we aim to achieve sustainable
development, we’d face tradeoff situations in
which we often have to make painful choices.
Policymakers make policies in consideration of a
balance between the cost and gain of such pains,
but many people don’t understand why they need
to pay such prices due to their ignorance—lack of
sufficient education. Without increasing educated
majority, no pro-innovation policies could come
into play, and the world shall be stuck where it is
now. Conversely, if quality education spreads, the
majority shall support pro-innovation policies, and
this bodes well for the spread of Honda Foundation’s
ecotechnology.

TF Thank you for your valuable insight. In my
view, Honda Motor and Honda Foundation are
like brothers. Honda Motor uses its monozukuri
("making things") and Honda Foundation its
concept of ecotechnology to fulfill the Soichiro’s
motto: "Dreams and Happiness for All, with Tech-
nology." We also share the DNA in which we cannot
help but to dream big and go for those dreams.
Soichiro once set up an anonymous fund and
aided lots of spirited researchers, many of whom

became sci-tech leaders of Japan later. As a kind
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Takeo Fukui

Fukui joined Honda Motor after graduation
from Waseda University in 1969. He became
the managing director of Honda R&D as well
as the president of Honda Racing in 1987. He
was appointed as the senior managing director
of Honda Motor as well as the president of
Honda R&D in 1998. Since 2003, he's been the
president and CEO of Honda Motor.

of its extension, Honda Foundation just started an
award program in Asia this year, in order to support
future sci-tech leaders and sounder development
of their countries. Honda Motor is also extending
its frontiers by, for example, fuel cell and related
environmental technologies, the humanoid robot
ASIMO, and the Hondadet aircraft developed in the
United States.

All these projects stem from the DNA of no one
but Soichiro whose innovative mind was filled with
love for people. And | guess his DNA still fosters the
dynamisms of both organizations.

Complacency is our enemy, and we always
try to start and complete new challenges in the
big picture. We believe iterating this process
consolidates our innovative technical strength,
extends our company's life, and consequently

boosts human happiness.
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Richard R. Nelson

Nelson graduated from Oberlin College in
Ohio in 1952. He obtained his PhD in 1956
from Yale University. At Yale, he became
a professor in 1968 and the director of the
Institute for Social and Policy Studies in 1980.
He then moved to Columbia University as a
professor. Since 2005, he's been a George
Blumenthal professor emeritus at Columbia
University.
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This section takes you through our activities in year
2006. In addition to the Honda Prize and conferences
of various types for distinguished researchers and
thinkers, we commenced a new program called the
YES Award to aid young talent, which is a result of
our reaffirmation of where we began and where we’re
heading. We hope all these programs will bring a new

dimension to us and the society.
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Honda Prize
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Kudos to significant contributions to
the promotion of ecotechnological values.
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About the Honda Prize

The Honda Prize is an international award for researchers,
irrespective of their nationality and discipline. From the
ecotechnological perspective, it honors excellence in
knowledge and insight that could become a leading force
to shape the future society. Each year one individual or
group is awarded. We believe the acknowledgment of
accomplishments of science leaders that represent their
dedicated efforts over the years is the first step to use such
talent and knowledge for the resolution of complex issues
facing us today; and the breadth of the ecotechnology
concept allows us to search extensively into diversified
disciplines of science and technology.

The Honda Award annually honors an individual or organization
from a wide range of academic fields for their contribution to the
entire process of finding, applying, and sharing new possibilities
of ecotechnology. Each recipient receives a medal and money
prize of 10 million yen.

2006FESZEE Honda Prize 2006
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Dr. Nelson received the Honda Prize at the 27th
award ceremony for his contribution to the
study of innovation in relation to changes in
science and technology and social institutions.
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Dr. Richard R. Nelson

Professor emeritus, Columbia University, U.S.A.

A pioneer in innovation research, Dr. Richard Nelson is
a George Blumenthal Professor Emeritus of International
and Public Affairs, Business and Law at Columbia
University, U.S.A., and is currently responsible for the
Center for Science Technology and Global Development of
Columbia’s prestigious Earth Institute.

For many years in his research career, Dr. Nelson has
deepened consideration in technology’s roles in society.
Especially remarkable is his pioneering analysis on the
impact of technological innovations, as well as innovations
in social institutions, on the growth and decline of a given
society’s industry or economy.

Publication of his hallmark work “An Evolutionary
Theory of Economic Change” (Nelson & Winter, 1982) led
to numerous studies around the world with significant
contributions to sounder development and social reforms
in both developing and industrialized nations.

Dr. Nelson’s profound concerns about the role of
technology in society that underlies his innovation
research matches the spirit of ecotechnology that we
have promoted since inception. And, at the same time,
Dr. Nelson’s view of innovation as the key driving force
behind social evolution accords with our founder Soichiro’s
emphasis on innovation, both an engineer and a corporate

leader.

innovation research: the term innovation not only denotes technological
implications, but involves any associated changes in social institutions, including
improvements in product development, production, and distribution, creation of
new markets, improvements in working conditions and business processes, and
legal and institutional reforms.

(From left to right)President Hiromori Kawashima, Ms. Sachi Honda, Ms. Katherine Nelson, and Dr. Richard Nelson
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ar you

filled with d

pursuit of their so development.
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Why Has Progress Been SO
Uneven?

. Uneven allocation of resources.
Differences in the strength of effective

demands

- Progress more difficult in some areas thar

in others
. Uneven progress in scientific knowledge?

But if so, why?
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Richard R. Nelson

| first learned of my award when, in July of this summer,
I returned from a long trip, and began to scan my Email
messages that had accumulated while | was away. There
| found the Email letter saying that | had been awarded the
Honda Prize. | confess my first reaction was that this was
some kind of ajoke. But as | reread and reread the letter,
its authenticity became clear to me. My suspicion turned
to wonder, and appreciation, that the Honda Foundation
had found it appropriate to grant me its distinguished and
handsome award. And the next thing that hit my mind was
what part of my work had relevance for the award.

Over the years | have studied the roles of technologies in
society, especially with regard to how economy or industry
has been impacted by the advances in science, technology
and social institutions. These advances can be more broadly
referred to as the advance in know-how that human society
is able to marshal as it goes about various activities involved
in the production of goods and services. Thanks to the great
advances in know-how over the past few centuries, we now
have the capabilities to do things that were impossible in an
earlier era, like to fly across the Pacific oceanin ten hours,
or to prevent or cure many infectious diseases. However,
the advances in know-how have been far more impressive
in certain areas of human activity (medicine, for example)
than in others (educational practice, for example). Similar
gaps can be found between regions, countries, and groups
of people within a country. For some years now | have been
trying to develop a better understanding of what lies behind

BZOH HIMDESICEATIMRICEVTAHEEZE LD
BRPMOTDIRTTY, EMHFRILEAHR—BROER
IRV AEEEL T ZLOFHRMPBLSTRELEHEHRE
ICEADEFUIETEEHIC. ZOREERE - FHMELALTHES
DEMEZRNL. ERIEIENEHESNTEE L, ZTOAXEA
MEIFERDEESHFOREEBZ. MOLFLTFMELTTE o~
CERBBIDBELEEZ FEEIDBATWZWEZEIZEL
RBLTOES,

BEEE Academic and professional career

1952 F ANV L KF CRANA M) Z2HE

1952 B.A., Oberlin College, Ohio, U.S.A.

1956 F 1 I —VAFAFE (#1508

1956 Ph.D., Yale University

1957 F AN D KEMHIZ

1957 Assistant Professor, Oberlin College

1957 ~1960 4 $£ 11964 ~ 19684 7> FREAII/IXL
1957-1960 1964-1968 Economist, the RAND Corporation
1960~1961F #— % ¥ — ITRKRFBHHEUR

1960-1961 Associate Professor, Carnegie Institute of Technology

1961 ~ 1963 F RFHAMEE R LRFEMZES
1961-1963 Staff Senior Member, Council of Economic Advisors
1968~ 1986 F 1 I — L KERHABEIR

1968-1986 Professor of Economics, Yale University

1980~1986 fF 1 I — IV AXFHSBERMZAATR
1980-1986 Director, Institute for Social and Policy Studies, Yale University
1986 ~2005F 10> E7XKEHE

1986-2005 Professor, Columbia University

2005 ~ {7 IO E 7 REREHRE

2005 - Present Professor Emeritus, Columbia University

this very uneven evolution of human know-how, and of what if
anything can be done to speed up the advance of know-how
in areas where to-date progress has been very limited.

To my knowledge | am the first recipient of the award who
is a scholar and writer about technological advance, rather
than a technologist or natural scientist or manager who is
directly involved in the process. And in my understanding, the
Honda Foundation, following the philosophy of its founder
Soichiro Honda, has tried through this award to call attention
to the broad social impacts that new technologies often have,
and to further the cause that efforts to advance and screen
technologies ought to recognize and take account of these
impacts. In recognizing the kind of work | do, the Foundation
isreaching out beyond the range of individuals that it
traditionally has considered. | find my award a particular
honor with profound appreciation. Thank you.
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Dr. Nelson delivered a commemorative lecture on
"an uneven evolution of human know-how" based
on theinsights articulated in his influential book

g27Mm "An Evolutionary Theory of Economic Change." An
AAEZER abstract of this lecture is provided on the special
= brochure for the 27th Honda Prize award ceremony,
YN iim y

and its full transcript is on our website at http://www.

Special brochure for hondafoundation.jp/.

the 27th Honda Prize
award ceremony
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Dr. Kiyoshi Kurokawa
Special Advisor to the Prime Minister on Science, Technology, and Innovation
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A host of problems facing the world today, like global warming,
possible shortage of energy and food to name a few, have brought
“innovation” to the center stage. In my understanding, it has not
only much to do with advance in technology, but with adaptation
of social institutions to it. The term innovation is used to describe
our need for innovative people with greater love for humanity
who can open up new ways of life on this planet. Mr. Soichiro
Honda surely fits this category: his lifelong passion and dreams
for truly beautiful things made him innovative; and his passion
was nothing but the outpourings of his great love for people. |
feel it quite significant in this context that Dr. Nelson received the
Honda Prize on this memorable day of Soichiro’s 100th birthday,
for it provides a good opportunity to remind us what technological
innovations are really for. | believe there is quite a lot to learn from
Dr. Nelson’s broad perspective on innovation for realizing solutions
to the diverse issues facing us today. And through my service,
I’d like to be instrumental in bringing about such broadly-defined

innovations that facilitate secular growth in the economy of Japan.
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Harnessing the power of world experience and expertise,

for technologies serving all human activity.
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NATIONAL SYMPOSIUM
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About international symposia and seminars

We have since inception held many forums with researchers
across the borders and disciplines for their active discussion
concerning the roles and potentials of ecotechnology.
Recently Asia has been our focus, starting with the 2002
China-Japan-Korea international symposium on the regional
cooperation in East Asia, which was made possible through
the cooperation with China and Korea. In 2005 another
symposium was held in Hanoi as part of ongoing efforts to
expand the field of our activities. The Hanoi meeting was
followed in the same year by the ecotechnology workshop
in Ho Chi Minh City, and the previous and new discussants
talked more specifically about the agenda identified in Hanoi.

Domestically, we have hosted the quarterly series
of kondankai meetings with distinguished scientists,
technologists, and intellectuals from other areas. Each
time a guest speaker delivers a thought-provoking lecture,
and participants freely talk about the subject in the talkfest
session that follows.

International Symposium 2005 in Hanoi February 28, 2005
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In association with the National Institute for Science and
Technology Policy and Strategy Studies (NISTPASS) of
Vietnam, we hosted this international symposium under
the theme of “Linking Innovation and Entrepreneurship for
Developing Countries” in Melia Hanoi Hotel located in the
central Hanoi on February 28, 2005.

The Vietnamese and Japanese discussants used their
expertise and experience to discuss how Vietnamese
economy could move away from her catch-up growth
model relying heavily on foreign technology and capital,
and turn to a sustainable growth path, based on
scientific developments in a creative, human-friendly,
and environment-friendly manner. Among some 200
participants, there were Vietnamese government officials,
policymakers, and researchers from major national
institutes and universities.

After the talk sessions, Honda R&D introduced some
of its latest environment technologies, showcased by a
hybrid, fuel-cell powered scooter. This demonstration
received a lot of press and state-run TV coverage.

[X3F79/09=7—93v7 2005 F—FI 71 fifE 2005%11A58
Ecotechnology Workshop 2005 in Ho Chi Minh City November 5, 2005
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As a follow-up, this workshop iterated the theme of the
Hanoi meeting in February, “innovation, entrepreneurship
and link-up implementations for developing countries.”
The Vietnamese and Japanese discussants, as well as
newly joined members from India and Thailand, discussed
in more depth the issues carried over from the previous
meeting, and identified new agenda for consideration in
the future. This time researchers and experts will join those
from Vietnam and Japan.

The Saigon High-Tech Park (SHTP) that has developed
by Ho Chi Minh City with government aid joined the
NISTPASS and us as a cohost of this workshop. Minh
Tran Corporation also helped, and provided us with the
beautiful venue of Minh Tran Garden, a Vietnamese-style
garden full of reconstructed historic architectures from all
over Vietnam.
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“National Vitality and Dignity of Japan” February 27, 2006
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Hiroto Ishida

Former ambassador to Czech Republic
President, Kanazawa Gakuin University
Supervisor, National Museum of Emerging
Science and Innovation

The 97th kondankai took place in Palace Hotel Tokyo, with
Mr. Hiroto Ishida, former ambassador to Czech Republic,
as a guest speaker. Mr. Ishida started with his experience
in Czech Republic by talking about Czech history and
culture. He mentioned episodes of Czech’s deep affection
for music, and showed the pictures of cherry blossoms he
shot in Prague. As his talk was proceeding in the vicinity
of comparative culture, it moved naturally to Japanese
culture, and in this case, to traditional arts. Referring to the
human weakness often studied in depth through kabuki or
bunraku characters, Mr. Ishida suggested a way to bring
vitality and dignity back to Japan was to increase the
number of professionals and researchers who are strict
with themselves.
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“Who is vulnerable to cancer and who is not?” June 13, 2006
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Shoichiro Tsugane

M.D. and D.M.

Chief, Epidemiology and Prevention Division,
Research Centre for Cancer Prevention and
Screening, National Cancer Center

The 98th kondankai took place in Palace Hotel Tokyo,
with Dr. Shoichiro Tsugane, National Cancer Center’s
senior researcher, as a guest speaker. Based on his long-
run cohort studies on cancer, Dr. Tsugane reported his
findings on differences of carcinogenic rate by sex, age,
size and country, and possible preventive strategies. The
audience showed particular interest when, presenting
lots of supporting data, he mentioned generally-
unknown facts that, for instance, daily exercise about 60
minutes is effective to avoid colon cancer in any country;
and both overweight and underweight could increase
the risk of women developing cancer.
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“An Anti-Global Warming Theory” August 25, 2006
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Shigenori Maruyama

DSc in Geology

Professor, Graduate School of Science and
Engineering

Tokyo Institute of Technology

The 99th kondankai took place in Palace Hotel Tokyo,
with Dr. Shigenori Maruyama, a graduate school professor
at Tokyo Institute of Technology, as a guest speaker. Dr.
Maruyama started his lecture by questioning the general
perception of placing global warming at the top of agenda.
In his own theory, the earth’s climate is dynamic in nature;
and the sun, not emissions of carbon dioxide, has caused
global warming. With various supporting data, he stressed
not only that global warming might benefit us in the long
run, but that what’s really at stake right now is global
cooling and it might happen anytime soon. Dr. Maruyama,
despite his relaxed tone, gave us a very thought-provoking
lecture.
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“The Manner Being Japan” October 17, 2006

WETFMEAAR MEERKESBEL. RERD/INLAKT
WCTABHMEASE 100 ABH=eMELELEZ, MEKIE. [
ETZ2| EVOIBREBENVTHODIERE RE WL HRE D
SHEEREL, HAARBFERT 7O-FERATVET, YUiE
HICBVTH, ‘BARBREERTIEGEVD EVWOIEZFICEDE,
BATOMADIEZ ADIREMICHN DD, 58 (H54:%) &
B (CEEE)DNTLREEBZENBERDIIRDETHDIZERE,
AEERRVMEED LINFE L,

[ ER (zo5h £ K
mETIFM%F Fik

ISISIREFRK KE

RRAZ BEHUS

Seigo Matsuoka

Executive Director, Editorial Engineering
Laboratory

Director, ISIS Edit School

Visiting Professor, The University of Tokyo

The 100th kondankai took place in Palace Hotel Tokyo,
with Mr. Seigo Matsuoka, the executive director of
Editorial Engineering Laboratory, as a guest speaker. Mr.
Matsuoka has pushed his notion of “editorial engineering”
for inventing new approaches and modes of expression, in
which one “reads” and compiles events and phenomena
of all sorts from the “editorial” perspective. In his lecture,
Mr. Matsuoka developed his argument on the hypothesis
that Japan is “the nation of compilation.” According to him,
for example, Japanese culture has “compiled” deities in
its own way and allowed in the end the coexistence of the
kami (Shinto deities) with the hotoke (Buddhist deities).
Even a single Shinto deity is multifaceted in nature,
typically having both aspects of the aratama (violent
power) and the nigitama (positive power). Mr. Matsuoka
gave us an interesting food for thought, suggesting the
key to Japan’s future may lie in the balancing of these two
aspects.
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Aid for next-generation science leaders

for ecotechnological development of emerging countries.
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| Ky su va Nha khoa hoc tré Viét Nam - 2006
B . | Honda YES Award :
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The Power of Dreams

A

About the Honda YES Award

This year will mark the 30th anniversary of the founding of
our foundation; and we started the YES Award program
in Vietnam with the objective of fostering future leaders in
science and engineering. This program will be extended to
include other Asian countries in the near future.

The YES Award is a groundbreaking grant system: first
of all, it is unique in that the grant money is not restricted
to tuition, but may be used for a broad range of activities;
secondly, the grant money may be awarded in two stages;
and lastly, the system specifics may be tailored to fit each
beneficiary country’s needs and circumstances. In the
case of Vietham, a fixed number of recipients are selected
from applicants each year and awarded the basic grant
(first stage). The recipients are entitled to continue to
study at one of the designated graduate schools in Japan.
If any one of them actually does so, the basic grant shall be
increased to provide additional fund (second stage).

*1: YES Award stands for Honda Young Engineer and Scientist's Award.
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We hosted the first YES Award for Vietnam ceremony

on December 15, 2006 in Hanoi,

in which a total of 10 students received the certificate.
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2006 FEFEE YES Award 2006
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Tran L& Minh Sang  Ho Chi Minh Gity University of Technology

NI T2 HA (N/AIHKE)

Trdn Quang Khai Hanoi University of Technology

LeF 712 I FFIRKE)

Lé ThiTinh Minh  Danang University of Technology

TI by FI (N/AIHAR)

Nguyén Trung Kién Hanoi University of Technology

I T2l (F=FILIRAH)

Tran Digu Ly Ho Chi Minh City University of Technology
2272 INT (NABRKFELER)

Ngé Xuan Bach Vietnam National University Hanoi, College of Technology
J-F-I2Ta1 N/1IRAD)

Ngé ThiMinh Thuy Hanoi University of Technology

B2 7727 (RF—FILIHADR)

Huynh Quang Khoa Ho Chi Minh City University of Technology
TJI-Er I (W1 IHAR)

Nguyén Binh Minh  Hanoi University of Technology

Ty TT2Z4 b2 (N/AERAZIZR)

Pham Quang Nhat Minh  Vietnam National University Hanoi, College of Technology
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The first year YES Award program was launched in
Vietnam which enjoys rapid economic growth driven by
high national understanding of education. From next
year, we will add one country each year to the list of the
beneficiary countries.

The initial program reviewed applications from
undergraduates attending science and engineering
schools in the top four universities of Vietnam, and
awarded 10 most brilliant students based on the results of
their essays and the interviews with them. Each recipient
received a grant of 3,000 U.S. dollars and a motorcycle as
the extra prize. If any one of these recipient continues to
study at one of the designated graduate schools in Japan,
he/she will be entitled to receive an additional grant of
10,000 U.S. dollars.

A few decades earlier, Soichiro Honda and his associate
Takeo Fujisawa~2 developed a grant system named
Sakkokai, which is the predecessor of the YES Award
program. Sakkokai anonymously provided grant aid for
promising young researchers in Japan. By the time it
completed its mission in 1983, Sakkokai had helped over
1,700 people. With the YES Award program, we go after
the legacy of Sakkokai on a wider scale, and will support
as many hopeful, ambitious young people in emerging
countries as possible.

*2: Takeo Fujisawa managed Honda Motor both as Executive Vice President to

the company and the irreplaceable partner for Soichiro Honda. Their partnership
was the driving force behind the company’s growth into a global enterprise.

PR - : ok
N/ATIHKRE A—FILTHAZE
Hanoi University of Technology ~ Ho Chi Minh City University of Technology

N ABERKZIHR AFTRAS
Vietnam National University Danang University of Technology
Hanoi, College of Technology
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The Super Cub bike—loved

by usersin 160 countries and
over 50 million units produced
since 1958 —was displayed as
aSoichiro’s ecotechnological
masterpiece.
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Soichiro
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Soichiro inspecting completed vehicles
/_H 4 We held the 27th Honda Prize award
_A A ceremony on November 17, 2006—
on the same day we marked the 100th
— v A anniversary of Honda Foundation founder

Soichiro Honda’s birth. To commemorate

Py 10 ﬁ A this special day, we had the “Soichiro
N Honda and Ecotechnology” memorial
— —‘ I gallery at the ceremony venue.
N
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Honda’s 100th Birthday Memorial Gallery
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S 2720 SITRZ T REDN TN ET,  Ecotechnology inherits this spirit as the firm

foundation of the company.
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Soichiroinspecting the quality
of finished parts.
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“Youare leading yet another life at your
foundation. What a lucky man you are.”
(French President Giscard D'Estaing)
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Soichiro and Dr. Gunnar Hambraeus of Sweden
at the first Honda Prize ceremony.
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November, 1986

Soichiro and his wife Sachi at the Honda Foundation
seminarin Beijing.
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Directors and Councilors
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Directors and Councilors
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President Hiromori Kawashima

Former Deputy Chief Cabinet Secretary and Former Commissioner of
Nippon Professional Baseball
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Vice President Hideo Yamamuro
Commentator
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Managing Director Toshio Ban
Honda Foundation
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Auditors
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Yoichiro Murakami
Professor, Graduate School, International Christian University
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Mikio Yoshimi
Senier Managing Director, Honda Motor
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Masahiro Kawasaki

Executive Senior Managing Director, Remote Sensing Technology
Center of Japan
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Toru Yoshimura

President, National Graduate Institute for Policy Studies
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Kiyonori Kikutake
Architect
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Tadao Kiyonari
Fellow, Hosei University

b2

Directors
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Kazuhiko Atsumi

Professor Emeritus, The University of Tokyo
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Hiroto Ishida
President, Kanazawa Gakuin University
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ouncilors
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Jun Itoh

Certified Public Accountant
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Reiko Kuroda

Professor, Graduate School of Arts and Sciences, The University of
Tokyo
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Hiroshi Okubo

Corporate Auditor, Honda Motor
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Akinobu Kojima
Councilor, QUICK Corp.
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Akira Kojima

Chairman, Japan Center for Economic Research
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Hirohisa Uchida

Director and Professor, Faculty of Technology, Tokai University

¥ 2006 FELVEABARNERICHE, HEB—BRIFHE» SERICEESNELL,
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Yoshio Okawara
President, Institute for International Policy Studies
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Toshiyuki Furukawa
Professor Emeritus, The University of Tokyo

In 2006 Mr. Hiroto Ishida newly became a director; and former councilor Mr. Yoichiro Murakami transferred to a director position.
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Tateo Arimoto

Director General, Research Institute of Science and Technology for
Society, Japan Science and Technology Agency
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Yoichi Kaya

Director General, Research Institute of Innovative Technologies for the
Earth
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Fumio Kodama

Professor, Graduate School of Engineering Management, Shibaura
Institute of Technology
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Ken Sakamura

Professor, Graduate School of Interdisciplinary Information Studies,

The University of Tokyo
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Advisors
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Kunio Nakajima
Professor, National Graduate Institute for Policy Studies
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Mineo Nakajima
President, Akita International University
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Toru Nishigaki

Professor, Graduate School of Interdisciplinary Information Studies,
The University of Tokyo
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Fumio Nishino

Fellow, National Graduate Institute for Policy Studies
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Cheol-Hee Park

Assistant Professor, Graduate School of International Studies,
Seoul National University
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lwao Fujimasa
Research Fellow, National Graduate Institute for Policy Studies
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Masahiko Fujiwara
Professor, Faculty of Science, Ochanomizu University
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Isao Karube
Vice President, Tokyo University of Technology

A
$aK 1M
RRERAFEPIBUR
Masuo Suzuki
Professor, Faculty of Science, Science University of Tokyo
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SachiHonda
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Atsushi Sunami

Assistant Professor, National Graduate Institute for Policy Studies
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Michihiro Nishida

Advisor, Honda Motor

¥ 1977 EBHEREH ST HBEHOAAFH =R, 2006 F10A17BICHEShE L, EATHBPHBELETET,

Mr. Shozaburo Kimura passed away on October 17, 2006. He was the councilor since our start in 1977. We would like to extend our deepest condolences.
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Financials 2006

The following is the current financial status in fiscal 2006
(the year ending March 31, 2007).

Total Assets (classified in accordance with the new
accounting standards for public interest corporations

effective as of April 1, 2006):

Investments:
Approx. 2.8 billion yen reflected at ACV; allocated
for basic assets and operating (non-basic)
assets.

Equity Holdings:
Approx. 3.6 billion yen reflected at the market
value of 1.08 million shares in Honda Motor
Company; allocated for operating (non-basic)
assets.

Other Assets:

There are no real estate properties.

Budget:

Operating Activities:

Revenues: Interest accrued on the basic and
operating assets, and dividend from the equity
holdings. There were no membership fees and
no contributions from external organizations.

Expenses: 176 million yen, including program
expenses (for Honda Prize and international
symposia), grants (for YES Award), expenses
forinternal studies and researches, and
other expenses incurred by public relation,
publication, and administration.

Investing Activities:

Approx. 700 million yen for the reinvestment of

the previous investment securities redeemed at

maturity.
Financing Activities:

None. There are no borrowing from financial

institutions, no repayments, and other liabilities.

Asset Management Policy:

Part of our assets is managed by means of investment
securities such as government bonds, local bonds,
corporate bonds, structured bonds, and investment
trusts, in accordance with our Assets Management
Guideline that has been set, and revised if necessary,
by the board of councilors.

For more complete financial information, please visit our
website (http://www.hondafoundation.jp/).

2006 I Publications 2006
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Enureprencurship for

A Report on the Honda Foundation International Symposium: “Linking Innovation and Entrepreneurship Developing Countries
for Developing Countries” (Published August 4, 2006) SEs
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This report provides the recordings of the discussions in Vietnam about “Linking Innovation and
Entrepreneurship for Developing Countries” from the ecotechnology symposium in Hanoi (February 2005)
and its follow-up workshop in Ho Chi Minh City (November 2005). If you need a copy, please contact our
administration office.
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The Honda Foundation Corporate Identity Design System (Published August 21, 2006)
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This Corporate Identity System Guide summarizes the use of the Honda Foundation's official symbol mark and
logotype in an easy-to-understand and easy-to-read format.

[EESYLDFIEE —Ta77/05—DIRIE— | FEMER - SHHMESE (2006 F£9 A 21BFT)

“Gijutsu to Bunka no Taiwa: Ecotechnology no Teisho”(Dialogue between Technology and Culture: = —————
Advocating Ecotechnology) Compiled by Honda Foundation; supervised by Toshiro Terano i
(Published September 21, 2006 )
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The book is a compilation of the transcripts of the 2nd Honda Foundation Tokyo Conference in 1980 where

ecotechnology was first advocated. After a quarter century has passed since it was originally published in
1981, this reprinted edition was issued to reaffirm the original concept of ecotechnology and its relevance

today for further promotion.

[Our mission —BEZABMOEEIC—] (2006 %118178%)

“Our mission: Humane Use of Human Ideas” (Published November 17, 2006 ) our mission

AMFiE. BIERE CHEIAAR—EREF 100 E4#HAIC, BHDREAEHER L. AAREDIE
REFAEMEERBITAMFELTEEDLEHDTT, FAMFIE. 2006 F11 B17BICRESI /-
E27EARERESERICTERMEINELE, (BHEZFLEOHIE. MHEERTTHBAVEHETEW)

This brochure reaffirms our original purposes and guiding principles, and clarifies future directions to mark
the 100th anniversary of our founder Soichiro Honda’s birth. It was given out at the 27th Honda Prize award

ceremony on November 17, 2006. If you need a copy, please contact our administration office.

AEFFHAILI0AFEHMC. A>T LYN—BOREEHLWVWIAI 2=y — 23 DRIMEREL, F—LR—J%)Z2-TILELE,
Our website was relaunched with enriched contents in search for greater access and communication to and from visitors.

http://www.hondafoundation.jp/
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Resolution for 2007

The Honda Foundation will mark the 30th anniversary
in December this year. Thanks to many people
who have supported and understood us, the term
ecotechnology is increasingly heard in the society. Not
only is it the result of our consistent advocacy, but the
reflection of underlying needs for guiding principles, or
philosophies, that help push environmentally-benign
use of technologies.

Looking ahead to next 30 years, ceaseless efforts are
yet required to achieve our original purposes through
“innovating” ourselves in response to changing
situations. Our new start has been marked by the YES
Award program launched last year thanks to the efforts
of those involved.

And for this year, we are already working to start the
YES grant program in the next beneficiary country as
well as preparing for another international symposium
in India. We are determined to continue to change
ourselves to a more innovative organization, both in

terms of administration and other projected programs.

January 2007

Toshio Ban

Managing Director, Honda Foundation
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Toshio Ban

The Honda Foundation

Honda Yaesu Bldg., 2 chome 6-20, Yaesu, Chuo-ku,
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