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1. The Food and Beverage Market Entry Handbook: Japan

This Handbook is intended to act as a reference for those agi@od producers planning for, or in
the process of entering, thelapanesenarket. This Handbook provides stegby-step guides on the
operationalization of the market in Japanincluding relevant information such as analysis of the
Japanesenarket for different product categories, market access and market entry procedures, IP
protection, referrals to professional buyers and a signposting and referral system providing
useful contacts and ways to penetrate th@apanesenarket.

1.1. How to use this handbook

Depending on your stage of market entry, company profile, and product range, different sections
within this handbook will be helpful to a different extent for your business strategies.

For those wishing to learn more about thelaparese food and beverage arket in generalSection

2 European Products and Gl Products in the Japanese Market provides an overview of the
business climate. This section contains information on: the food and beverage market, market
access procedues, customs procedures, SPS and labelling requirements, and the status of
Geographical Indicaibns and Intellectual Property protection. The information contained within
this section is of a general nature and so may not be relevant for those in the momvanced
stages of market entry.

If Section 2 got you interested in the market but you want to find out more information relevant
for your product then check out the Market Snapshots for Selected Products. This content
illustrates the market situation, maket access procedures, SPS requirements etc. specific for this
product or product category. This information will provide more industry specific information to
consider as part of any market entry or market expansion strategies.

If you already have deciéd that theJaparese market is where you want to be, but you need some
support, then the Support Services Directory can point you in the right way. Contact
information for a service provider, business facilitation support organisation, or from a business
contact, could help put you in touch with the right parties who can help you to build your brand
in the Japanese market.



9| Page Tastes of Europe Japang Market Entry Handbook

2. The JapaneseFood and Beverage Market

Japan ha®eenand continues to be an important market for European agricultural producers and
the trends in the Japanese food and beverage market indicate that there will be increasing
opportunities for European producers in the future.

The Japanese consumer has a strg demand for high quality imported food and beverages and
are willing to pay a higher price for unique, safe and highuality products. Products with
Geographical Indications (Gls), indicating the authenticity, variety, quality, tradition and heritage
of the produce, are therefore well positioned to capitalise on market trends in Japan.

2.1 Market Size and Market Share

Consumer expenditure on food in Japan decreased by 32.6 pgent between 2012 and 2015, with
a projected 0.44per centdecrease in 2016 ¢ a projected total ofEUR278.07 billion.1 This reflects
the 33.1 percent decline in total consumer expenditure between 2012 and 2015. Despite this
decline, consumer expenditure on food has remained stable at Y#r cent of total consumer
expenditure 2

Due to Japan being a densely populated country with very limited means to cover its own demand
for agricultural products, Japan is a net importer of foodstufin 2014, Japan importecdEUR58.16
billion worth of foodstuff, while it exported EUR 414 billion . The three main products that Japan
imports are fish (22.6 per cent of total foodstuff import), meat(19.8 per cent) and cereals(13.2
per cent) 3 Between 2010 and 2014, the import of foodstuff increased by 83er cent, while the
export of foodstuff decreased by 1.5er cent4

In 2014 the EU export of food and drink products to Japan was worth EUEE million. This is an
increase of 24.6er centsince 2010. EU imports of food and drink products from Japan have been
rising in value by 5.4per centfrom 2010 to EUR 175 million in 2014. This has resulted in a
positive trade balance for the EU, which has steadily been increasinghe value of the export of
EU agrifood products to Japan increased by 15 er centfrom 2011 to EUR5.35 hillion in 2015.
The main products exported to Japan are pork meat (1848r cent of total agri-food exports),
wines (14.5 per cent) and cheese (2 per cent).6 Japan is the fifth most important export

10 ADAT #1 O1 60U &AAOAEEI Ad 1 AOO AAAAOOAA 11 cw -AOAE ¢
http://www.euromonitor.com/japan/country -factfile

20* APAT #1 01 O0OU &AAOEEI Ad 1 AOGt AAAAOGOAA 11 c¢w - AOAE ¢
http://www.euromonitor.com/japan/country -factfile

30* ADAT 80 )1 OAOT AGET T Al 40AAA ET '"1TTAO ¢npto6 1 AOCO AAA
https://www.jetro.go.jp/en/reports/statistics.html

4O0* ADAT 80 )1 OAOT AGET T Al 40AAA ET '"1TTAO ¢cnpmo 1 AOO AAA
https://www.jetro.go. jp/en/reports/statistics.html

505 OOAAA ET CITAO xEOE *APAT Al 11006 ET AAI AT AA ET ¢

http://ec.eu ropa.eu/eurostat/documents/2995521/6851957/6 -28052015-AP-EN.pdf/e54ca68e0c7b-
4ffc-813a-e73a46¢ch0ced) O WG QA OOAAA 1T £ £ T Ah AOETEO AT A O AAAAT |
on 29 March 2016, available at:
http://ec.europa.eu/eurostat/tgm/refreshTableAction.do?tab=table&plugin=1&pcode=tet00034&langua

ge=en

60! cfeod Trade Statistical Factsheet: E ADAT 6 p¢ &AAOOAOU c¢npge AOAEI AAT A
http://ec.europa.eu/agriculture/trade -analysis/statistics/outside -eu/countries/agrifood -japan_en.pdf
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http://ec.europa.eu/agriculture/trade-analysis/statistics/outside-eu/countries/agrifood-japan_en.pdf
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destination for EU agrifood products, and the market share for EU agfood products in 2014
was 16per cent’

Growth Drivers and Trends

The development of the food and beverage market has been driven by a number of intertwined
factors. Japan is facing a rapidly ageing population, which is simultaneously shrinking. In atituh,

the Japanese consumption patterns are becoming more westernised. Further, Japan is
experiencing more non-communicable diseasesarising from lifestyle changes These factors
affect what Japanese consumers look for in food products.

Demographic changes

In 2015, Japan had an estimated population of 1271 million, which signifies a decrease of almost
one million people compared to 20108 According to the Japan Statistical Yearbook of 261the
population is expected to decline even further in the future. In 2030, the Japanese populatien
projected to have shrunk to 11662 million.? This decline in the population ould result in a
neutral or even negative influence on the demand fazertain food products0

Additionally, Japan faces a rapidly ageing population. In 2014, &3llion persons (26per centof

the total population) were over the age of 65, while in 2000 this number was 2a&illion (17.3 per
cent). Another 61.3per centof the popuation is between 15 and 64 years old, while 12.Ber cent

of the population is 14 years old or younge#! The ageing population is a result of the high life
expectancy due to a strong health care system and healthy dietary habitdn 2014 the average

life expectancy in Japan was 83.7 years, with 80.5 years for Japanese men and 86.83 years for
Japanese wome#g It is expected that these ageingonsumers will create more demand for food

70! ddodtrade in 2014: EUUSET OAOAAOQET 1T OOOAT COEAT AAG *O1 U ¢mpu AO
htgp://ep.eu,ropa.eu/aq[icyltyrge/;rade -an’alvsi,s/Amap/,2015-l_en~.p‘df’ o o S . )
80) 060 | ££EAEAI 4 *APAT 860 bi bdOI AGEIT EO AOAI AGEAAIIT U

https://www.washingtonpost.c om/news/worldviews/wp/2016/02/26/its __-official-japans-population-is-
drastically-shrinking/

94EEO EO AAOGAA 11 DI bpdi AGEIT DOIT EAAGEI T O izRAA ET c¢mnpc
&OOOO0OA 0i POI AGET 16 1A0O0 AAAAOGOAA 11 c¢w -AOAE c¢mpoh AC
http://www.stat.go.jp/english/data/nenkan/1431 -02.htm

wO4EA *ADPAT AOGA #1171 001 AOd " AEAOEI OOh ! OOEOOAAO AT A 0AC
available at:https://www.gov.mb.ca/agriculture/market -prices-and-statistics/trade -
statistics/pubs/japan_consumer_report_en.pdf

UO#EADPOAO ¢d 01 POl ACEY T 0TAD Bl AOBDIOIAEAW AIOCA ' 01 6 AT A )1
last accessed on 29 March 2016, available attp://www.stat.go.jp/english/data/nenkan /1431 -02.htm

2O4EA *ADPAT AOGA #1171 001 A0 " AEAOEIT OOh | OOEOOAAOG AT A 0AC
available at:https://www.gov.mb.ca/agriculture/market -prices-and-statistics/trade -
statistics/pubs/japan_consumer_report_en.pdf

BO* ADAT AOGA xT 1T AT .18 p ET x1Oi AxEAA 1 EEAA A@GPAAOAT AU A4
http://www.japantimes.co.jp/news/2015/07/31/national/social __ -issues/japanesewomen-top-life-

expectancythird -year/#.VvqPhHqP948
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and beverages that address ageelated health conditions, such as bottledvater, organic food and
health foods?4 Furthermore, older people tend to consume more fruit and vegetables.

Japan experiences continued inward migration from rural areas to urban areas. In 2014, p8&r
cent of the Japanese population lived in urban areawhilst in 2001 this was 80per centl!é This
urbanisation affects the food and beverage market in Japan. For instance, it leads to more demand
for a wider array of branded food and drink productsand new experiences while consuming
through novel food presntation, packaging and taste profile&?

Diversifying diets

The traditional consumption patterns and diets in Japan are changing as a result of the influence
of Western style eating habits. Younger people in urban areas are more likely to adopt a
Westernised diet, as opposed to thelder generation in rural areas who prefer to stick to a
traditional Japanese diet. The adoption of Western eating habits has resulted in an increase in the
intake of dairy, meat, confectionaries, salt and oils and fats, andlecrease in the consumption of
fish, seafood and ricé8 Figure 1displays the consumptionof major foods byJapanese tweor-
more-person householdsper yeatr.

Figure 1) Household food expenditures per year by product quantity,  kilogr ams

500
450 m Edible vegetable oil
400 m Cheese
350 u Beef
Chicken
m Pork

Fish and shellfish
150 m Eggs
u Fruits

m Vegetables and seaweeds

kilograms

= N N W

g o o ua o
o O O o O O

m Cereals
2009 2010 2011 2012 2013 2014

Source: Statistics Japan

HO4EA *ADAOOAROGr 1" AEAOGET OOh ' OOEOCOAAO AT A 0AOAAPOEIT O
available at:https://www.gov.mb.ca/agriculture/ mgrket-pricesi-apd-sgatlstics/tradeA- A o
statistics/pubs/japan_consumer_report_en.pd]l O! COEAOI OO0OA AT A &I T A )T AOOOOU

#EET Ao * O1 A ¢ mtip:bwwi Qik.EdimAvA I-cAnteAtOmloads/2015/04/2015 -Agriculture-

and-Food-ResourceGuide-Japanand-China.pdf?3dc2e8

50&1TTA #1100 POEIT ET Al 1 CETC 7101 Ad -AU ¢nnp AOAEI] A
http://www.ers.usda.gov/media/293597/wrs01le_1_.pdf 3
605 OAAT 01 POI AOETT06 1 AOO AAAAOOAA 11T ¢w -AOAE ¢mpoh A

http://data.worldbank.org/ indicator/SP.URB.TOTL.IN.ZS?page=2

7O4EA *ADPAT AOGA #1171 001 A0 " AEAOEIT OOh | OOEOOAAOG AT A 0AC
available at:https://www.gov.mb.ca/agriculture/market -prices-and-statistics/trade -
statistics/pubs/japan_consumer_report_en.pdf

80! AT 66 &1 T A QO "AOAOAGCAG 1 A0O0 AAAAOGOAA 11 ¢qu -AOAE ¢
http://www.eubusinessinjapan.eu/sectors/food -beverage/aboutfood-beverage) O! COEAOI OOO0OA AT A
)1 ABOOOU / PPi OOOT EOEARAO ET * AlAhwOmidBEiphs * OT A cmpu A

content/uploads/2015/04/2015 -Agriculture-and-Food-ResourceGuide-Japanand-China.pdf?3dc2e8
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Another form of diversification is the trend of individual eating. This trend can beattributed to
the increase of singleperson households as a result of a declining marriagate, rising marrying
age, more female laboumarket participation and a busier, fastpaced lifestylethat has made i
less common for all family members to eat togetheilhis individualisation of eating has led to an
increased demand for processed and frozen foods, reatlyade meals and home deliveryof
food .19 This has also become populdior elderly consumers, whoare unable to drive or travel far
to the grocery shop?0

Healthier lifestyles

While there is a tendency to adopt the unhealthier Western diet, there is also a trend towards
healthier food. This could be considered the result of the ageing population and the introduction
of mandatory health checks by the Japanese Ministry of Health, Labour and Welfare in 2008.
These health checks aim to address lifestyle diseases, such as obesity, heart desaad cancer,

in order to reduce the burden on the national health care system. People are encouraged to take
control over their own health and could face higher insurance costs in case they do not meet their
personal health targets!

As a result, therehas been a higher demand for organic food, nutritional supplements, functional
foods and healthoriented foods, such as lowsugar and lowfat products. Despite the extra costs
associated with such products, the Japanese consumeespecially the elderly consumer - is
increasingly interested in food products that address health concerns, such as weight gain,
fatigue, diabetes, high cholesterol, allergies and metabolic syndror#e.

Rising incomes

Despite the economic challenges as a result of the recessior2008, the disposable income per
capita in Japan hasisen, as Figure X demonstratesBetween 2000 and 2014, the disposable
income per capita has risen fronEUR19,462to EUR 20,684 an increase of 5®er cent.

The overall increase in disposable income hded to a diversification of diet and an increased
interest in foreign products. As mentioned above, the Japanese lesadopted a more Western diet,

1901 COEAOI OOOA AT A &I TA )Y)TAOGAGBOUY VTP IcODOI AGRAAD AR A+ AABDA
http://www.mitc.com/wp -content/uploads/2015/04/2015 -Agriculture-and-Food-ResourceGuide
Japanand-China.pdf?3dc2e®) O&T 1T A AT A " AOAOACA - AOEAO ET *ADPAT &6 1A
available at:https://www.nzte.govt.nz/en/export/market -research/food-and-beverage/food-and-
beveragemarket-in-japan/

200* ADAT (2) &I T A 3AOOEAA 3AAOI O 2APT OO0 c¢mpt6 co S$SAAAI
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20Service%260
%20Hotel%20Restaurant%20Institutional_Tokyo%20ATO_Japan-26-2015.pdf

204EA *APAT AOA GEINTIOOBT ABDDECORRAO AT A 0AOAADPOEI T O O1 xAO,
available at:https://www.gov.mb.ca/agriculture/market -prices-and-statistics/trade -
statistics/pubs/japan_consumer_report_en.pd]y O* ADAT AOET ¢cO ET Al-i @0b Ot QU EAC
March 2008 available athttp://www.independent.co.uk/news/world/asia/japan __-brings-in-compulsory-
fat-checksfor-over-40s-801783.html
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available at:https://www.gov.mb.ca/agriculture/market -prices-and-statistics/trade -
statistics/pubs/japan_consumer_report_en.pd] O&T T A AT A " AOABAICA |- A@E AOA EAOOA
March 2016, available athttps://www.nzte.govt.nz/en/export/market _-research/food-and-
beverage/food-and-beverage-market-in-japan/
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which coincides with an increased consumption of meat, dairy products, processed food and
alcoholz3

Figure 2) Household disposable income in Japan, USD per capita
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Source: OECD

The overall increase in disposable income has led to a diversificatian diet and an increased
interest in foreign products. As mentioned above, the Japanese have adopted a m@rfestern
diet, which coincides with an increased consumption of meat, dairy productprocessed food
and alcohol24

Demand for imported foods

Japan is a very densely populated country which has limited means to cover its own demand for
agricultural products.) T ¢ mp o h -sufficiercy iBf@pd Wed BEr cent, which the Japanese
government hopes to raise to 4%er centby 202525 This is the result of a low productivity in the
agricultural sector, high and distortionary levels of agricultural support which burdens Japanese
consumers and a shortage of suitable land for farmingddditionally, the Fukushima Daiichi
nuclear accident of March 201lhas made imports increasingly more important and has made
exporting more difficult.26 As a result of these circumstances, Japan is a net importer of food.

Geography

Japan, as an island nation, consists of four main islands and 6,848 smaller islands. The main

EOI ATAO 1T £ *APAT AOA (1 HéelEole the nfainlan@) EShikokuxaidE AE  E O
+UI OEIIBAOCA DPAOO 1T £ *APAT 80 OAOOApetcerE lutddexg¢ CAA Al
the large number of ports, waterways and land transport infrastructure, the whole country is well

accessible.
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http://www.japantimes.co.jp/opinion/2015/04/01/editorials/nations  -food-self-sufficiency-

rate/#.VvuR23qP948
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Japan igdivided into 8 different regions which do not constitute administrative or political units,

but play a traditional role in history, education, economy and medialhere are, for example,

regional power supply companies, banks and rail transit corporation®. The eight regions are:

OEA (1 EEADEA QOACEEDR OACEI TR OEA +Al Oe OACEITH O
OAGCETTh OEA #Ei1 GCI EO OACET 1T h OE Ahethieeniobt Enfortadd CET T A
regionszOEA + Al Oe OACEET h AEA OEBEKAAE, ABI ORCEADAA 11
island.

Figure 3) The eight regions of Japan
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Chiba, Kawasaki, Saitama and Yokohama. This region represents the economic, political, cultural
and media heart of Japan and produces 4ter centl £ * A &Aomié Qrendth.It is also the
most populous region of Japan. Because of its importance, foreign companies often decide to start
OEAEO AOOET AOO AAOEOEOEAO ET *APAT ET OEA +A1 Oe
The second most important region of Japan is the Kansai or Kinki regi, which includes the major
cities of Kobe, Kyoto and Osaka. The Kansai region is the most important economic centre after
OEA +AT Oe OACEI T Apedcent O AGVDAG 6001 G108 ptg 1 OOT AOO E
are considered to be very receptiveéo new ideas, though in general they prefer a more Japanese
cuisine. One of the major cities, Osaka, is considered to be the gastronomic heart of Japan.

27 02ACETT O 1T &£ *ADPAT & hitp:/fwdW.jfef.cqnitaptigles/fe@ohE T-oAjdphnAl54A O ¢
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A third important region is the# E 1| #egon, which includes the major city of Nagoyahe# E1 A O
regionis the main centre of the Japanese processing industry and many companies have relocated
their headquarters away from Tokyo to the# E | Aréazs

Distribution and Logistics

Logistical planning for transport of European produce to Japais complex and requires an end
to-end understanding of the supply chain as well as of the considerations and challenges that will
be faced.

Transportation infrastructure
Transportation times and costs vary upon the mode of transportén and goods selead and it
may require a combination of two or more means of transport to reach some markets in Japan.

Shipping: " AAAOOA 1T £ *APAT 8O 11 | AT A Al
shipping is the most frequently used mode of transport.

Japan relies heavily on marine transort to distribute goods ,

to its inhabitants: The majority of all goods involved in ¥ ¥ _ 3 \

foreign tradepassOE OT OCE * ADAT 6 O E A e | Oh AT A

over one third of the domestic cargo distributions happens
by ship2® The main ports of entry in Japan are: Tokyo,
Nagoya, Osaka and Yokohama. Other major ports in Japi
are: Akita, Chiba, Funagawa, Hachinohe, Ibaraki, Kobe, Noshiro, Sakata, Takamatsu and Yokosuka.
While the costs for shipping are low, it will take around 30 7 weeks to ship products from the

EU to Japan. Shipping is therefore suitable for produce with long shelf lives.

Air freight: The main airport of Japan isthe Narita International Airport near Tokyo, which
handles 60per cent of all international cargo3° The two other airports that are important for
international cargo in Japan are Kansai International Airport in the Osaka Bay and Chubu Centrair
International Airport near Nagoya.Air freight is mostly used by the other Asian countries. It takes
around one week to transport goods by air freight from Europe to Japan, which makes is suitable
for low volume high value goods and produce with a short shelf life.

To further transport the goods to the markets, rail and road transport are availabl®ail transport
is used relatively little in Japan for the transportation of freight.

Distribution Channels and Intermediaries

Wholesalers,trading companies §ogoshoshas),agents and brokersand professional logistical
support service providers in Japan can assist in developing the correct strategy for the market.
When correctly used, an agent working for commission or a distributor marking margins on final
sale price can help reduce the mast entry costs and time required. These potential benefits

80* ADAT 80O AT TT 1T EA 2ACETI 106 1 A00 AAAAOOGAA 11 op - AOAE
http://www.ig\pan.a’hlﬁ.dglen[iapqn -iqu/markgt -trgnAdS/iapgns’-e’cqnom’ic-fegiong/ ) A o
2001 ODO( ADAT OO0 ET *APAT 6 1 AOO AAAAOOAA 11T omnm - AOAE ¢

http://www.mlit.go.jp/english/2006/k_port_and_harbors_bureau/17_p_and_h/N O3 EEPPET ¢ O * Ab/
Jaruary 2014 available at:http://www.export2asia.com/blog/shipping -to-japan/

0. AOEOA )1 OAOT AGETT A1 1 EOPI 006 1 AOO AAAAOCOAA 11 om -
http://www.mlit.go.jp/koku/15_hf 000032.html
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however must be weighed against possible downsides of additional costs, less control over
marketing and sales as well as protection of intellectual property rights.

When selecting an intermediarydue diligence should be performed and various factors need to
be considered when evaluating the suitability of any potential business partneincluding:

Company size and ownership

Customer feedback and references

Professional accreditation of the servie provider;

Regional coverage for distribution

Types of outlets and organisations covered

Logistical capacity such as warehousing, transportation and cold chain storage capacities

> D> D B> D

Imported produce from the EU can make use of several difent retail channels, each with their
own advantages and disadvantages. Understanding the potential of various retail channels is
important for understanding the market and shaping entry strategies accordingly.

Japanese grocery retailers focus on makintheir stores easily accessible, taking consumer
demographics into consideration. Therefore, the retailing industry in Japan is relying more on

Ol i TEAEATTAI 8 OAOGAEI 8 /1 1TEAEATTAI OAOGAEI EO A A
multiple retailing channels, for example the combination of a bricknd-mortar business and
eCommercesl

However, supermarkets and convenience stores remain the most important retailersn 2014,
modern grocery retailers held 80per centof the value share in grocery salesn increase of 11
per cent since 2005. Of this number, almost 6@er cent of the grocery sales occur through
supermarkets and more than 40per cent through convenience stores. These modern grocery
retailers are popular due to their extensive opening hoursaccessibility and special discounts.
These benefits cannot be provided by traditional grocery retailers. As for traditional grocery
retailers, food and drink specialist are the most important retailers, but they suffered ager cent
decline in value shae in 2014. Traditional grocery retailers are often smaikcale and
independent. They remain popular when they are able to sell premium or unique products, but
are losing ground as these products are being sold more and more in supermarkets and
conveniencestores 32

Supermarkets: Supermarkets are the largest provider of food in Japan. However, they are being
affected by the ageing population as elderly consumers prefer to buy their groceries close to
home, at convenience stores, rather than travel a longerstance to the supermarke®3 They are

experiencing competition from the numerous convenience stores and as a result are opening
small-scale shops in city centred4 The five largest supermarket chains in Japan are: AEON, Ito

10" O AAOU 2AO0AEI AOO ET * kip/Aivé euroAd@idEcongraigpliog AMOAET AAT A AC
japan/report
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Yokado, Uny, Daiei and Life Coffpeciality. Some supermarket chains can be especially important
for export products, because they offer products in a higher price range: Kinokuniya, Meig,
Seijo Ishii, Dean & Deluca, Queens Isetan and Kaldi Coffee.

Convenience stores: Convenience stoes are very prevalent in the Japanese market due to their
numerous locations in both cities and rural areas. They have become increasingly popular due to
the ageing population and the faspace lifestyle of the Japanese consumer. Convenience stores
mostly sell processed foods, ready meals aretonomy-to-premium private label packaged foods.
The large competition among convenience stores has led to a focus on customer service and a
wide assortment. The three main convenience store retailers in Japan aréiEleven Japan,
Lawson and FamilyMart®

Department stores: Japanese department stores have faced competition from the growth of
supermarkets, convenience stores and malls. These department stores offer a variety of shops
and services, with at the basemenlevel depachika fresh food halls, grocery or eatery shops.
While traditionally depachikawas a quiet food retail location, it now serves to attract customers.
Department stores often sell imported brand products, but typically in low quantities. Many of
the items are takeand-go products due to the proximity to train station sand the nature of the
products for use as gifts?

eCommerce: The online sale of food and drink products has become increasingly popular in

Japan In 2013, the total value of interne sales of food and drink products was EUR 4.8 billion, an

increase of 9.3per centOET AA ¢nmnw8 4EEO EO OEA OAOOI O T & * AE
internet fraud rates and a desire for convenience due to fagtaced lifestyles. Existing grocery

OAOAEI AOO AOA ET AOAAOET CI U OAEET ¢ AAOAT OACA 1T £
These Net Supers apply different strategies for their operational system and delivery.
Additionally, the Japanese consumer relies on retailers such as Rakuterdamazon for products

with a long shelf life38

Trends and challenges
There are a number of trends and challenges that can be identified for retailers in the Japanese
food and beverage market.

First of all, the Japanese consumer has shifted toward buyirsgnaller quantities at once and
shopping closer to home. To cater the needs of the Japanese consumer, grocery retailers have
therefore focussed on opening a larger number of smaller supermarkets and convenience stores.

0 ADAT 2A0AET &I T A 3AAOT O 2API 006 ¢1 3ADPOAI AAO ¢mpr
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Retail%20Foods_Tokyo%20ATO Japarn24

2012.pdf
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This has resulted in a limited amounbf available shelf space, which is especially true for premium
supermarkets. As a result, wholesalers have to make frequent small deliveri@s.

Secondly, supermarkets have started to offer eating space-store in an attempt to increase the
unit price per customer and to be able to compete against convenience stores and foodservice
chains. Supermarkets now encourage customers to eat reattyeals, bread and snacks that were
purchased in-store 40

Thirdly, online sales of food and beverages has become very poauln Japan, especially under
the younger generation. This has led to more omnichannel retail and Net Supers. The amount of
online shops and Net Supers is expected to increase over the coming year: The online sale of food
and beverages is expected to incese by 8.7er centduring the 2014-2018 period. As a result of
this increase in online sales, brickand-mortar grocery retailers will have a difficult time to retain
their customers and will have to provide extra services to cater the needs of their custers 41

Consumer Profiles

As discussed above, Japanese consumer expenditure has strongly declined in the past years.
However, this does not undermine the potential for EU companies in the Japanese market. Japan
is highly dependent on imports for its food spply and the different drivers for the food and
beverage marketz such as a more Westernised diet, increasing popularity of health foods and
rising incomesz can provide opportunities for EU companies.

Although consumer trends can vary at regional or cityo city basis, a generalised profile of the
Japanese consumer can be established. In general, the Japanese consumer base is-bigintated
with a significant disposable income. The main elements of the consumer mindset in Japan are:
novelty-seeking, highquality expectations, relative price sensitivity and an interest in foreign
goods

Firstly, Japanese consumers seek novelty and highly value new experiences and products. This is
not only true for the younger generation, but also for Japanese consumerseo\0 years old. The
Japanese have a preference for originality, new products, new functions and a large variety of
assortments and food. Food manufacturers have responded to this preference by introducing
new, special flavours?2

Secondly, Japanese conswars tend to have very high quality expectations. The Japanese have a
preference for highquality food products and are willing to pay a premium price for this,
providing that the products exceed their expectations. Product freshness and the origin of the

30" O AAOU 2A0AEI AOO ET * ip/Ainé.euroAddidEcongratgling AOAET AAT A AC
japan/report ;
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japan/report
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product is very important to them in this matter. Another important element for them is the
packaging experience. The Japanese consumers associate ftjghlity products with prestigious
brands, and are therefore willing consumers of prestigious and relativg expensive brands3

Thirdly, Japanese consumers are relatively prieeonscious. This element has become especially
visible over the past decades as a result of economic downturns and the recent economic
recession. Where Japanese consumers previously veeuninterested in cheaper products and
were willing to pay for quality and convenience, they now have become more vake®nscious
and more resourceful. The Japanese are reducing their expenditure and are more willing to travel
further for a good price. Inthe food and beverage market this trend presents itself through a
bigger demand for readymade meals, processed and frozen foods and reasonably priced private
label products44

Lastly, the Japanese have an interested in foreign goods, which has been stieeged to
increased exposure to global culture and media. Imported brands from the West are usually sold
at a higher price and serve as a way for a consumer to display their social status. Japanese
consumers also desire foreign products because it allowbeém to enjoy the foreign lifestyle and
because of the reputation of some of these products, i.e. Belgian beer and chocolates and French
wine.45

Among the older and more affluent generations, consumer spending on high quality and

luxurious products is still high. This generation is willing to pay a higher price for quality and
convenience. They have grown up with the madsixury market, where owing expensive and

exclusive products seemed necessary and they have the money to spend. The younger generation

hasa radically different attitude and is often referred to ahodo-hodo zokin O ER O&F i1 EO68 4|
CAT AOAOCEIT COAx Ob AOOEIT C *APAT 80O AEAEELEEAOI O AAI
material possessions. The digital revolution with which this geeration grew up has allowed for

the creation of this new attitude and empowers them, by allowing them to compare prices and

make purchases relatively anonymously$

Cultural Sensitivities and Other Considerations

Cultural sensibilities can play as importanta role as other considerations when it comes to
purchasing trends in Japanwhilst understanding other social factors within Japanthat shape
consumer behaviour and trends can be the key to successfully marketing products.

43 |bid.

“O04EA *APAT AGA #1171 001 AOq " AEAOEI OOh | OOEOOAA AT A 0AOA
available at:https://www.gov.mb.ca/agriculture/market -prices-and-statistics/trade -
statistics/pubs/japan_consumer_report_en.pd] O4EA 1T Ax * APAT AOA Alabeadi AO6 - A(
http://www.mckinsey.com/industries/consumer_-packagedgoods/our-insights/the -new-japanese

consumer

sO04EA *APAT AOA #1711 00i AOd " AEAOGET 6Oh ' OOEOOAA AT A 0AOA
available at:https://www.gov.mb. ca/agriculture/market -prices-and-statistics/trade -
statistics/pubs/japan_consumer_report_en.pdl O4 EA * ADAT AOA #1711 001 AO - ET AOAOE
available at:https://www.linkedin.com/pulse/japanese -consumermindset-philippe-huysveld-ir-mba

04 EA TAx *ADPAT AOA AT 1 O00i AOd - AOAE c¢mpn AOGAEI AAT A Ad(
http ://www.mckinsey.com/industries/consumer_-packagedgoods/our-insights/the -new-japanese

consumel O4EA *APAT AOA #1171 O00i AOd "AEAOEI OOh | OOEOOAA AT,
2010 available at:https://www.gov.mb.ca/agriculture/market -prices-and-statistics/trade -
statistics/pubs/japan_consumer_report_en.pdf
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http://www.mckinsey.com/industries/consumer-packaged-goods/our-insights/the-new-japanese-consumer
https://www.gov.mb.ca/agriculture/market-prices-and-statistics/trade-statistics/pubs/japan_consumer_report_en.pdf
https://www.gov.mb.ca/agriculture/market-prices-and-statistics/trade-statistics/pubs/japan_consumer_report_en.pdf
https://www.linkedin.com/pulse/japanese-consumer-mindset-philippe-huysveld-ir-mba
http://www.mckinsey.com/industries/consumer-packaged-goods/our-insights/the-new-japanese-consumer
http://www.mckinsey.com/industries/consumer-packaged-goods/our-insights/the-new-japanese-consumer
https://www.gov.mb.ca/agriculture/market-prices-and-statistics/trade-statistics/pubs/japan_consumer_report_en.pdf
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Regional preferences

Regional diferences in Japan have led to differences in consumer preferences. Cary Rothbarth

(2009)47 identifies two key regions:the + A T r@gjon and the Kansaior Kinki region.

4EA +A1 Oe OACEIT 1EAO ET OEA AAOGO T &£ *APAT AT A E
In this region, consumers are less concerned about the costs of food and are more interested in
experiencing novel food products. Additionally, they have a pference for saltier food, spicy food,

Western food products and a large variety.

The KansabrKinkiOACET 1T 1T EAO O OOExAOO T £# OEA +A1 Oe OACE]
Kobe and Kyoto.Consumers in this region are very costonscious when it cones to food

expenditure. They have a preference for less salty and less spicy food and they tend to prefer
more traditional Japanese cuisine.

Overall the Japanese market is very homogenous: 9§8r centof the population is Japanese, 0.5
per centis Korean, 0.4per centis Chinese and the remaining 0.fer centhas a different origin48

Colour associations and packaging

In Japan colours are often used for their emotional and symbolic meaning. There are two ways of
regarding colour: shibui, which avoids contrasting colours through the use of soft colours, and
kabuki, which uses contrasting and bright colours.

The most meaningful colour in Japan is the colour red, which is a lucky colour that represents life
and vitality. Red is used at sp&al occasions such as births and weddings. Another auspicious
colour used at weddings is white, the colour of the gods, purity and rebirth. However, white is
also associated with death and funeralsThe colours pink, orange and green are all positive
colours. The colours black and blue can sometimes be unlucky colours and are associated with
supernatural creatures, villains and the unknowrf?

Eating in vs. dining out

In 2012, the foodservice industry in Japan was valueat EUR 234.® billion. The largest ®ctor in
the industry is the restaurants sector (42.7per centmarket share), followed by prepared meals
(20.4 per cent), drinking establishments (15.9per cent), institutional food service (11.5per cent),
hotels (8.6 per cent) and transportation related food service (0.8per cent).50

In the past decade the foodservice industry in Japan has been relatively stagnant, growing at an

average of 1.2per centper year. However, the market share of restaurants increased by 1p@r

centbetween 2012 and 2013 and tle per capita spending on dining out roséy 2.5 per cent Per

capita spendingondiningl 00 EO OEA EECEAOO &£ O OEA +A1 Oe OACE

71 01 OAA ET O4EA *APAT AOGA #1171 00i0KEdd O OF AGEIAO@H 11A0 DEOD GA
March 2010 available athttps://www.gov.mb.ca/agriculture/market -prices-and-statistics/trade -
statistics/pubs/japan_consumer_report_en.pdf

BO4EA 71 01 X%OERBGAT T Bl O0P0O6 1 AOO AAAAOOAA 11 omn - AOAE ¢
https://vaw.cia.qu/librgrv/publipag iops{th,e-wprld-factbook/fields/@O?S.html o S .
2904EA #1117 0 #1171 AAQGETT "1TTE 3AOEAOq )1 OAOT AGETT AT #11

available at:http://www. office.xerox.com/businessresources/colorconnection_book4_all.pdf

s0O* ADAT (2) &I TA 3AO0O0EAA 3AAOI O 2APTI OO0 ¢mptd co $AAAI
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20Service %20
%20Hotel%20Restaurant%20Institutional Tokyo%20ATO_Japan-26-2015.pdf
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https://www.gov.mb.ca/agriculture/market-prices-and-statistics/trade-statistics/pubs/japan_consumer_report_en.pdf
https://www.cia.gov/library/publications/the-world-factbook/fields/2075.html
http://www.office.xerox.com/business-resources/colorconnection_book4_all.pdf
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20Service%20-%20Hotel%20Restaurant%20Institutional_Tokyo%20ATO_Japan_2-26-2015.pdf
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20Service%20-%20Hotel%20Restaurant%20Institutional_Tokyo%20ATO_Japan_2-26-2015.pdf
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in the foodservice market. The Kansai and Chubu regions come at the second and third place,
which corresponds with the preferences discussed above and the population of these regiéhs.

Dining out is an important part of the Japanese culturas it is a social occasion. Théapanese
demand high quality food and service when they dine ot Especially over the past years it has
become increasingly popular to go out for dinner. Additionally, it has become a trend, as a result
of busier and a fasfpace lifestyle, to buy readymade meals at the convenience stof8.In 2014, a
two-or-more-personhousehold on average spent EUR 715 per year on meals outside the hoise.
This is an increase of 5.per centsince 200925 In 2014, 25.9per centof the total expenditure on
meals outside the homeavere spent on Japanese meals, 21ger centon Western mealsand 15.7
per cent on sushi (eating out). This demonstrates a slight increasef 1.8 per cent in the
expenditure on Western meals since 2009 and a slight decreaskl per centin the amount spent
on Japanese meals.

A 2014 survey showed that the conveniete stores arethe most popular restaurant type to dine
out (6.2 times per month), followed by fastfood (2.7 times per month), casuablining (2 times
per month) and fine-dining restaurants (0.7 times per month). Consumers with higher disposable
incomes aremore likely to visit all different types of restaurants than consumers with lower
incomes. On averagel2 per centof the respondensdined out once or more per week. Dining out
is the most popular among young people between 18 and 24 years old, of whishper cent dined
out once or more per week. Of the people aged 55 years or older only [3&r centdined out once
or more per week; they prefer to buy a reage-made meal at the convenience stor®.

Gifting

In 2013, the Japanese gifting industry was valuedt &UR 14070 billion 57 In Japan, gifting is
considered to be an essential tool to build and maintain personal and corporate relationships.
Gift-giving therefore extends beyond holidays and special occasions. The range of gifts is wide,
from money to towels with food and beverages being a popular gift product. The wrapping and
appearance of gifts is especially important, and gifts amften sold in pre-packaged sets$s8

5101 &O11 01 AOGAd ¢mpu *ADPAT 2 A ®&&AKODE bvbilanle@Ol 11T E6 1 AOO A
http://www.alixpartners.com/en/Publications/AllArticles/tabid/63  5/articleType/ArticleView/articleld

[1420/A -Full-Plate.aspx#sthash.MGHmMCzK3.dpbs

220* ADAT (2) &I T A 3A0O0EAA 3AAOGI O 2APT 00 ¢mpt1d co $AAAI
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20Service%260
%20Hotel%20Restaurant%20Institutional_Tokyo%20ATO_Japan-26-2015.pdf

301 AT OO0 &I T A 0O "AOAOACAG 1B AGIGbeAAAAOOAA 11 c¢uv - AOAE ¢
http://www.eubusinessinjapan.eu/sectors/food -beverage/about-food-beverage

SO# EAPOAO c¢¢ &AIT EI U ) 1-BYehrlk Andolinfof BageBdiures and Quankitits by ¢

Major Household Commodity (Tweor-More-0 AOOT 1T (1 OOAET 1 AOGQqe 1 AOGO AAAAOOAA
available at:http://www.stat.go.jp/english/data/nenkan/1431 -22.htm

SO#EAPOAO pw &AT EIT U ) 1-BYebrik Amdolniof Braebdiured &n® Quankities by w

Major Household Commodity (Tweor-More-0 AOOT 1T (1 OOAET 1 AOGQse 1 A0 AAAAOOAA
available at: http://www.stat.go.jp/english/data/nenkan/back60/1431 -19.htm

56

http://www.alixpartners.com/en/Publications/AllArticles/tabid/635/article Type/ArticleView/articleld

[1420/A -Full-Plate.aspx#sthash.rFeJ0ofp.dpbs

s70* ADAT q / DPi 0001 ECEADDAN S @11 0OAD ACAOEABD *OT A ¢mpu AO
http://www.export.gov/japan/build/groups/public/ @eg_jp/documents/webcontent/eg_jp_088138.pdf

80* ADAT ¢ / PPl O001 ECERAOD AN G @1'1OAD ACAOEARD *OT A ¢mpu AO
http://www.export.gov/japan/build/groups/public/@eg_jp/docu _ments/webcontent/eg_jp_088138.pdf
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http://www.alixpartners.com/en/Publications/AllArticles/tabid/635/articleType/ArticleView/articleId/1420/A-Full-Plate.aspx#sthash.rFeJ0ofp.dpbs
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The most important gift-giving occasions are wedding and funerals. In case of a funeiketurn

gift* should be something that can be consumed so that the misfortune associated with death does

not linger on. Other occasions for companies and individuals to give gifts are myear (Ochuge

and the end of the year Qseib9, during which beer, coffee, noodles, meat, fish, fruit, juices,
seaweed, candies, pastries and cooking oil are gifted in order to show appreciation and to
strengthen the relationship. Other occasions to gift food, candies, pastries, chocolate and alcoholic
beverages are Moth 08 O $AUh &AOEAOB8O $AUhIh*™ Ghdsimls &néET A5 O
Halloween?59

There is great potential for European companies in the gifting industry, especially when their
products can cater to specific live events and holidays in Japan.

Brief Market Snapshotsfound in Section 3provide more specific information on: market size,
market share, geography, distribution and retail channels, and consumer profiles and cultural
sensitivities are available for a range of product categories

Wines and Vermouth Spirits Beer
Fresh and processed meat Olive oil Fresh fruit and vegetables
Processed fruit and vegetables Dairy products Processed cereals
Bread, Pastry, Cakes, Biscuits ar Confectionary Honey
20KSNJ . F {SNARQ 2

Live plants

* Monetary gifts must always be acknowledged with a return gift.

~ On the 14" of March Japanese men are expected to give a return gift to women who have gifted them

01 i AGEET ¢ AOOEIT C 6AI1 AT OET A8O $AUS8

590* ADAT ¢ itlesBirbdo3@@iGoodg* ADAT 80 ' EADO - AOEAOGG *OT A ¢mpu
http://www.export.gov/japan/build/groups/public/@eg_jp/documents/webcontent/ _eg_jp_088138.pdf
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2.2 Market A ccess andMarket Entry

This section provides details on the requirements for entry into the Japanese market, explaining
where market access restrictions exist and what procedures are needed to overcome them.

Import Notification, Inspection and Certification

Access to market for foreign foods and beverages in Japan requires an import permit from the
Ministry of Health, Labour and Welfare (MHLW), in accordance with the 1947 Food Sanitation
Law (FSL). Additional,sector-specific inspections or restrictions may apply under legislations
such as the Domestic Animal Infectious Disease Control Law, Plant Protection Law and others,
depending on the product for importation.

Prior to shipment to Japan, exporters must subihan Q) | BT 00 . 1 O FomBdadalifel T 6 Al (
Station at the intended port of entry. It is further recommended that the exporter contacts the

Quarantine Station prior to submitting an Import Notification to facilitate rapid, informed and

transparent processing of the product to be imported. A full list of eligible ports of entry and

contact points can be foundhere.

The Import Notification must be completed in either Eglish or Japanese, and can be submitted
either electronically (MHLW registration required) or in hardcopy. It must be submitted before
the products have cleared customs, but no more than seven days prior to their estimated time of
arrival.so

Submitting Import Notification for Food and Food Produdisrm
Form for exporters and overseas agents can be found ohkne

\II\III\Ii

Monuesgio Loww joL JwhoLBHOY of £00G2" siC

Instructions in English are available for downldetae.

An account ofmaterials, ingredients and manufacturing methods used for the product is required
as supporting documentation. Products being imported for the first time especially packaged

00) I BT 00 001 AAAOOA O1T AAO &I TA 3ATEOAOQEIT , Axd AOAEI AA
http://www.mhlw.go.jp/english/topics/importedfoods/1.html



http://www.mhlw.go.jp/english/topics/importedfoods/1-2.html
http://www.mhlw.go.jp/english/topics/importedfoods/1.html
http://www.mhlw.go.jp/english/topics/importedfoods/dl/1-3.pdf
http://madb.europa.eu/madb/viewPageIFPubli.htm?datasetid=MAIF-JP16-03v001&filename=not_food.html&hscode=2204&path=/data/website/madb/egif/prod/MAIF-JP16-03v001/&imagepath=/egif/prod/MAIF-JP16-03v001/&page=&country=Japan&countryid=JP.
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foods - require greater details than those with an established import record. Omending on
product classification, additional supporting documentation may include inspection results from
the country of export andVeterinary Health Certificate for Animal Produc$

All food and beverage Import Notifications must be accompanied byGertificate of Analysiérom
an accredited laboratory in the exporting country. Independent of MHLW testing, this document
is required for customs clearance and market access.

Submitting a Certificate of Analysis
Guidelines, instructions andsple certificate for exporters and overseas agents can be foun
onlinehere.

TRADE

Ei
Commission Market Access Database

European Commission > Trade > Market Access database > Procedures and Formalities

] rome

Certificate of Analysis
What's new? =

lExpnrtfrnm EU Japan

Tariffs

Procedures and
Formalities

Statistics

Last updated on 21 Mar 2016

.

Trade Barriers A document certifying that microbiclogical and physical/chemical tests have been carried out by an
Sanitary and appropriate laboratory in the country of export.
sanitary Issues

of Origin Required for customs clearance and market access.

.. The Japanese authorities accept certificates issued by an appropriate and duly accredited laboratory of the country
. export if all relevant information is provided.

-+ To be prepared in Japanese or English (a translation into Japanese is recommended).
No specific form required
1. Minimum content:

= origin of the goods

» date of the analysis

= name and address of laboratory which carmied out the analysis

= registration number of the Certificate of Analysis

= description of the samples and their features

» results of the physical/chemical tests

= results of the microbiological tests (including the contents of germs per gramme)

= reference to the test procedures and analytical methods used, including the acceptance criteria and limits

» intended use of the materials tested and instructions for their usage, if applicable

» list of participants engaging in the analysis, if applicable

= statement or legal notice indicating whether the test results were found to comply with requirements

= statement of the expected transportation, packaging, storage, distribution and shipping conditions {deviatit
from these conditions would invalidate the certificate)

= signature of the director of the concemed laboratory or his authorised representative

2. For a sample of a Certificate of Analysis, see the document below:

A document certifying that the exporter is an authorised foodstuffs manufacturer in their home
country may also be required for entry. There is no uniform certificate, but this document should
clearly indicate that the exporter is in compliance with the principles of hazard analysis and
critical control points (HAACCP) in the country of origin.

10) I BT OO0 .1 OEAEAAQGETAOAEOD &lipl A AKD A m8pigi AA CDACGET AAT A AO(q
http://madb.europa.eu/madb/viewPagelFPubli.htm?datasetid=MAIFJP16
03v001&filename=not_food.html&hscode=2204&path=/data/website/madb/eqif/prod/MAIF -JP16
03v001/&imagepath=/eqif/prod/MAIF -JP1603v001/&page=&country=Japan&countryid=JP
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http://madb.europa.eu/madb/viewPageIFPubli.htm?datasetid=MAIF-JP16-03v001&filename=not_food.html&hscode=2204&path=/data/website/madb/egif/prod/MAIF-JP16-03v001/&imagepath=/egif/prod/MAIF-JP16-03v001/&page=&country=Japan&countryid=JP
http://madb.europa.eu/madb/viewPageIFPubli.htm?datasetid=MAIF-JP16-03v001&filename=not_food.html&hscode=2204&path=/data/website/madb/egif/prod/MAIF-JP16-03v001/&imagepath=/egif/prod/MAIF-JP16-03v001/&page=&country=Japan&countryid=JP
http://madb.europa.eu/madb/viewPageIFPubli.htm?datasetid=MAIF-JP16-03v001&filename=cf_ana.html&hscode=2204&path=/data/website/madb/egif/prod/MAIF-JP16-03v001/&imagepath=/egif/prod/MAIF-JP16-03v001/&page=&country=Japan&countryid=JP.
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Submitting an Authorisation of Foreign Foodstuffs Manufacturers
Guidelines, instructions and sample certificate for exporters and overseas agents can be fo
onlinehere.

TRADE

Market Access Database

European Commission > Trade > Market Access database > Procedures and Formalities

| Home Authorisation of Foreign Foodstuffs Manufacturers
What's new?
==
I Export from EU Japan ‘v r

Tariffs Last updated on 21 Mar 2016

Procedures and
Formalities

Statistics

[s]

c
adElEn e A document certifying that manufacturers of foodstuffs for other purposes than the nutrition of infants have
SPS: Sanitary and been authorised by the competent authority in the country of exportation and comply with the principles of hazard
Phytosanitary Issues " . -~ . N 3

analysis and critical control points (HACCP).
Rules of Origin

Services for SME May be required for customs clearance and market access.

I Import into the EU The authorisation is to be applied for by the manufacturer at the responsible authority in his country. The competel
EU Tariffs authority in Japan is the Department of Food Safety under the Ministry of Health, Labour and Welfare (MHLW), Cer
Other Resources Government Bldg. No. 5, 1-2-2 Kasumigaseki, Chiyoda-ku, JP-1008916 Tokyo, phone number: +81 3 52531111, fa

number: +81 3 35918029,
No specific form required.

The authorisation may be prepared in any language. A translation into Japanese or English may, however, be requi

To be submitted in the original.

Sample of an authorisation of a foreign manufacturer who is duly registered with his authority in the count
manufacture:

Certificate of Manufacture, Auto-control and Free Sale /
Certifikat om produktion, egenkentral og frit salg

This is to certify that! der certificeres hermed ar;

(e and address of manufucturee) navn o adresse pa virksomheden)

orized by the Danish Vererinary and Foad Administration to produce! er autorisere af de danske myndigheder il ar

Based on the information provided in the Import Notification and the product classificabn, the
MHLW may conduct an inspection during quarantine to assess regulatory conformity. This
inspection will consider whether:

A the imported food complies with domestic manufacturing standards;

A the additives used are permitted and compliant;

poisonous orhazardous substances are contained;

the exporter or manufacturer has a previous record of failing to meet food sanitation
regulations.

> > >

This product inspection may take the form of either a monitoring test or a
compulsory/administrative assessmenA keydifference in these kinds of testing is that in the case
of a failed monitoring test, the exporter has latitude to take remedial actions until their product
is in compliance; however, during compulsory/administrative testing, failed products are denied
entry and destroyed or returned to the shipper. These two types of testingentify the presence
of:

A Aflatoxin levels in nuts, including peanuts, peanut products, pistachios, and others;

A Enterohemorrhagic E. coli 026, 0103, 0111 and 0157 (beef, horse meat anheated
meat products to be consumed without further cooking);

A Norovirus (bivalves and raw shellfish);

A Hepatitis A Virus (bivalves and raw shellfish);

A Mercury (Fish and shellfish);


http://madb.europa.eu/madb/viewPageIFPubli.htm?datasetid=MAIF-JP16-03v001&filename=a_fm_foo.html&hscode=2204&path=/data/website/madb/egif/prod/MAIF-JP16-03v001/&imagepath=/egif/prod/MAIF-JP16-03v001/&page=&country=Japan&countryid=JP.
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PCB (beef, pork, fish and shellfish);

Poisonous fish;

Shellfish poisons(diarrhea poison and paralytic poison of bivalves);
Cyanogen (butter beans, white beans, saltani beans and others);
Methanol in distilled liquors and wines;

Gossypol in cottonseeds other than for oil extraction;

Salmonella in meat meant to be consumed raw;

Listeria (unheated meat products to be consumed without further cooking and natural
cheese);

A Trichina in game birds;

A Radioactive substances, such as irradiated beverages and dairy products;
A Decomposed or deteriorated foods of all kind®

T3> D D > D D >

If the document and cargo inspection find that the product is in compliance with all regulations,
a Certificate of Notificationis issued, clearing the product for import. The product then proceeds
to customs clearance and distribution.

Figure 4, preparedby the Japanese Ministry of Health, Labour and Welfare provides an overview
and flow diagram for the food importation process.

20* AbDAT q &I T A ATA 1| COEADOI OO0OAZ. AU RN G AhA @RAT) RBE T#TATAG
Dec 2015 available at:
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Agriculturd%20Import%?2
ORegulations%20and%20Standards%28%20Narrative_Tokyo Japan_2128-2015.pdf.



http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Agricultural%20Import%20Regulations%20and%20Standards%20-%20Narrative_Tokyo_Japan_12-18-2015.pdf
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Agricultural%20Import%20Regulations%20and%20Standards%20-%20Narrative_Tokyo_Japan_12-18-2015.pdf
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Figure 4) Food Import Process in Japan
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The European Commission identifies two product categories where market access is restricted
for EU exporters to Japarmeat products and food additives .

Japan regulates the import of meat products from EU Member States on a bilateral basis through
OEA AOOOEAOQOOEIT T&# A TAOETTAI AEOAAOA OOAOOOS
regional classification scheme, although this is the subject of ongoing negotiatiditsimport
prohibitions of meat are issued by the Ministry of Agriculture Forestry and FisheriegMAFF)and

are posted at the followingwebsites depending on product category:

1 Meat from cloverrhooved livestock,
http://www.maff.go.jp/ags/english/news/im_prohibit.html
91 Poultry meats and productshttp://www.maff.go.jp/aqs/english/news/hpai.html

The MHLW list of approved additives is smaller than the relevant international standard, the
CODEX Alimentarius, and therefore restricts or requires alteration of products that otherwise
export successfully. Bilateraldialogue between the EU and Japan is aiming to encourage
harmonisation between Japanese food additive regulations and international norngs.The full
list of approved food additives as of the date of publication can be fourgre.

The European Union (EU) and Japan are both members of the WTO. However, there are no
bilateral preferential trade agreements (PTA) between Japan and any European Union (EU)
member states. An EtJapan free trade agreement (FTA) is under negotiation at the time of
publication.

Figure 5) Table of Japanese import duties by product category, per cent

MFN applied MFN bound Duty Free

Product Groups duties, avg.  duties, avg. Imports, %
Animal products 11.3 360.0 2.6

Dairy products 76.3 586.0 26.2

Fruit, vegetables, plants 10.1 268.0 15.3
Coffee, tea 14.1 138.0 59.5
Cereals & preparations 34.7 783.0 69.4
Oilseeds, fats & oils 8.0 381.0 80.0
Sugars anl confectionery 19.7 50.0 64.6
Beverages & tobacco 14.5 48.0 63.7

Other agricultural products 3.4 215.0 70.5

Fish & fish products 5.7 15.0 4.9

Group Average 19.8 284.4 45.7

Source: World Trade Organisation

B80* ABMIAO 001 AOAOOGS ¢u 3AD c¢mpu AOAEI AAT A Adq
http://madb.europa.eu/ madb/sps_barriers_details.htm?barrier_id=970245&version=4

40j ¢ qQ-&IAIDAT! AAEOEOAOG ¢¢ 3AD ¢mpu AOAEI AAT A AOdq
http://madb.europa.eu/madb/sps_barriers_details.htm?barrier_id=970254&version=7.

*


http://www.maff.go.jp/aqs/english/news/im_prohibit.html
http://www.maff.go.jp/aqs/english/news/hpai.html
http://www.ffcr.or.jp/zaidan/FFCRHOME.nsf/7bd44c20b0dc562649256502001b65e9/5c2f5445d31454e54925690b0006ccdb/$FILE/15.09.18E.pdf
http://madb.europa.eu/madb/sps_barriers_details.htm?barrier_id=970245&version=4
http://madb.europa.eu/madb/sps_barriers_details.htm?barrier_id=970254&version=7
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Japanese tariffs on imports of food from the Etto which it accords most favoured nation (MFN)
trade preferencesz average 19.8 per cent. However, nearly half of these imports are admitted
duty free. Further data by sector can be founith Figure 5. Japans a net importer of food products.

Although quantitative import quotas still exist in some sectors, Japan commuted many riawiff
barriers (NTB) to duties following plurilateral discussions during the Doha Round of the World
Trade Organisation (WTO). Tis, coupled with a politically organised and significant domestic
agricultural sector, contributes to a high binding overhang; the averaged binding (maximum
allowable) tariff rate for foods and beverages is almost fifteen times more than the applied
(actual) average.

001 AOGAO OPAAEZEA OAOEZEZ EIT & OI AGETT AAT AA AAAA
Access Database (MADB). Additionally, Japanese Customs Counselors are available at most
customs houses and can be contactéubre.

Accessing the MADB
Productspecific tariff and import procedure information at theddgit HS level and uipere.

Instructions in 23 EU langges available for downlodukre.



http://www.customs.go.jp/english/c-answer_e/sonota/9301_e.htm
http://madb.europa.eu/madb/datasetPreviewFormATpubli.htm?datacat_id=AT&from=publi
http://madb.europa.eu/madb/userguide.htm
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Japanese customs, SPS and labelling requirements are among the highest in the world and pose
potential barriers to food and beverages gxorters from the EU. At the same time, Japanese trade
authorities prioritise efficiency and have made important efforts to increase the transparency of
*ADAT 680 EI b1 OO0 OACEIi As #11 0AAO bPIiET OO EAOA
presiding over food import procedures, and domestic importing partners may be able to provide
additional guidance on how to quickly clear customs antheet entry requirements.

This section provides a brief overview of the general customs procedures and some of the
technicd requirements such as SPS measures and labelling requirements for food and beverages.
Where procedures are different from general requirements, produespecific information on
customs procedures, SPS measures, and labelling requirements is availablethie Sction 3
Market Snapshots

Compliance with customs procedures can appear difficult for companies entering the market for
the first time, however, suitable partners can offer assistance in all steps of the impgmocedure
to help you get into the market.

It is important to comply with all Japanese requirements and standards as nesompliance can
lead to the rejection of products and in serious cases in criminal proceedings. Between April and
September 2015, the MHW received 1,134,155 Import Notifications, of which 101,922 were
inspected and 431 which revealed violations.

As detailed inSection2.2, customs clearance only begins after the product for importation has
been deemed admissible and received its Certifia of Notification. Furthermore, customs in
Japan are administered by a separate agenfrpm the MHLW - the Customs and Tariff Bureau of
the Ministry of Finance- and are accountable to a different legal framework, namely the Customs
Law.

As the customs pocess represents a separate step towards market entry, the additional
documents required are:

Customs form 5020, availablehere (Japanese only)}*

An invoice;

Bill of lading or Air Waynhill;

Certificate of origin (if seeking MFN rate);

Certificate of import approval for goods that require METI or Customs DirecteGeneral

authorisation;

Packing lists, freight accounts, insurance certificates, etc. (as deemed necessary);

Licenses, ertificates, etc. required by laws and regulations other than the Customs Law

(Import Notification, Certificate of Notification and supporting documents);

A Detailed statement on reductions of, or exemption from Customs duty and excise tax
(when applicable);

A Customs duty payment slipss

5 N N

> >

™ Guidelines for G5020 import declaration form available in Englishhere. o
650001 AAAOOAO &I O Ei b1 00 Al A Agbi OO0 AAAI AOAOGEIT T 06
http://www.customs.go.jp/english/procedures/m49040/fg.htm

AAA

AOAE


http://www.customs.go.jp/kaisei/youshiki/form_C/C5020.pdf
http://www.customs.go.jp/english/c-answer_e/imtsukan/1110_e.htm
http://www.customs.go.jp/english/procedures/m49040/fg.htm
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Customs assessments are made using the Cost, Insurance and Freight (CIF) method of valuation.

Barring special circumstances where approval is required from the Customs Direct@eneral,
import declarations are made after the gods have been taken to a bonded arehdze). Typically,
the transport service provider issues a notice of arrival to the importer. After securing the
necessary transport agreement documents, the importer or a customs broker acting on their
behalf declares their goods to the customs house at the port of entry by submitting a%D20 and
all supporting documentation listed aboves

Upon processing the import declaration, customs officials will conduct a second inspection of the
product for importation to veri fy that:

A No illegal goods are imported, such as illicit substances and products which violate
intellectual property rights;

A All necessary permits and approvals have been secured in accordance with various
domestic laws and regulations;

A 4EA CIT 1 Aot falsdybiQitstakerydndicated;

A Duty payment is declared appropriately.

Figure 6) Japan Customs Import Flow

P’-}””

Source: Japan Customs

Customs processing in Japan is more than 90 per cent computerised, thus streamlining clearance
procedures. However, it remains difficult to estimate the procedural timeline as these depend on
several factors, including the available resources and legal arpretations of custom officials that
vary depending on port of entry. For this reason, contact information for customs counsellors is
provided here. Furthermore, the Pre-arrival Examination Systemis recommended to minimise
the time that cargo spends in customg this is particularly encouraged for perishable food and
beverage imports.

Small quantiies of imported food intended for use as product samples or for internal
consideration must have a Certificate of Notification, though they may be exempted from customs
duties §7

The EU and Japan have Authorised Economic Operator (AEO) mutual recognitiorcei2010. The
AEO program is ideal for regular importers as it expedites the customs clearance process through
the following mechanisms:

60ppmg &ITx T &£ "TTAO £O1T 1 I OOELDAw.dItom2.dbipkiGiAc 4 &! 1 Q6
answer_e/imtsukan/1102_e.htm

7(ATAATTE £ O )i Pl OOAA &1 T AO06 ¢mmo AOAEI AAT A AQq
https://www.jet ro.go.jp/ext_images/costarica/mercadeo/handbook_importedfoods.pdf



http://www.customs.go.jp/english/c-answer_e/imtsukan/1802_e.htm
http://www.customs.go.jp/english/c-answer_e/imtsukan/1108_e.htm
http://www.customs.go.jp/english/c-answer_e/imtsukan/1102_e.htm
http://www.customs.go.jp/english/c-answer_e/imtsukan/1102_e.htm
https://www.jetro.go.jp/ext_images/costarica/mercadeo/handbook_importedfoods.pdf

32| Page Tastes of Europe Japag Market Entry Handbook

A Streamlined import declaration procedure to coincide with cargo arrival;
A Condensed examination and inspection length ireflection of strong compliance record;
A Periodical duty payment as opposed to per entry transactiorss.

SPS Requirements in Japan

SPS measures are applied to protect human, animal, floral and faunal populaces from-native

risks including pathogens, pest, residues and toxins. Japan has among the highest SPS standards

in the world and deviates from international standards in important respects. These standards

OAmEI AAO »APAT AGA AT 1 001 AOGs Aii11 AAOGEOA Ai PEAOGEO
nutrition. The legislative framework for SPS standards in Japaniisdicated in Figure 7.

Figure 7) Legislative framework for SPS standards in Japan by product category

Product Category Legislation Purpose
All foods Food Sanitation Law To check for foodhealth and
safety
Livestock products Domestic Animal Infectious | To prevent the spread of
Diseases Control Law infectious livestock diseases
Agricultural products Plant Protection Law To prevent the entry and

spread of insect pests
harmful to plant life

Fishery products and Foreign Exchange and To limit the type and volume
seaweed Foreign Trade Law of certain imports

Source: Japan External Trade Organisation

80! %/ DOl COAI j! OOET OEUAA %ATTT 1 EA /1 DPAOAOT 0qd *OI U ¢n
http://www.customs.qgo.jp/english/aeo/pamphlet.pdf .



http://www.customs.go.jp/english/aeo/pamphlet.pdf
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Correspondingly, the quarantine and inspection requirements ardetailed in Figure 8.

Figure 8) SPS quarantine and inspection requirements by product type

Other
Processed
Foods

Fruits and Meats and Fishery
Vegetables Meat Products | Products

Animal
Quarantine
Plant
Quarantine
Food Sanitation
Inspection
Customs
Inspection

Source: Japan External Trade Organisation

At the same time, Japan is a longstanding member of the World Trade Organisation (WTO) and

has obligations to the WTO SPS Agreement thereunder. The WTO SPS Agreement requires that

Of AAOGOOAOG 1T AAADDABUT £ & PERADPDBDI AT EI Al T 0 PIATO 1|
IO OTEOOOEALAEAAI U AEOA®EI ET AOA AAOxAAT - Ai AAOOS8SG
Despite the elimination of barriers to trade in other areas, there are still some import conditions

related to SPS measures for certain agultural products that are stricter than those required

under international standards, namely the Codex Alimentarus. The European Commission tracks

SPS barriers to EU exporters through itslarket Access Database (MADB)

The EU has encouraged Japan to harmonise its SPS measures with international standards in the

Al 1 OAgO 1T &£ AEI AGAOAT OOAAA T ACI OGEAOQET 1 OdpanOEA 74
Regulatory Reform Dialogue. Since 2002, Japan has accelerated its approval of certain food
additives that are multilaterally approved but restricted in Japari®

DAOGAEI O 11 *APAT 60 303 OANOEOAI Al ®&ionlk2 Kurtter OPAAOE
AAGAET O 11 *APAT 80O 303 OANOEOAI AT 06 AAT AA 1 AOA
in contactwith MHLW inspection station officials.

The legal basis for foodabelling in Japan is considered to be highly complex, given overlapping
legislations for certain types of products. In recognition of this criticism, the Japanese government
is in the process of reforming and consolidating food labelling legislation. Asg of this initiative,
labelling provisions of the Japanese Agricultural Standard (JAS), Health Promotion Act (HPA) and
others were combined in the new Food Labelling Act (FLA), which entered into force in 2015.

0904 EA 74/ ' COAAI AT O 11 OEA ' pDPI EAAOGEIT 1 £ 3A1 EOAOU Al
January 1995 available athttps://www.wto.org/english/tratop_e/sps_e/spsagr_e.htm .

70j 6 qQ-&IABPAT! AREOEOAOG ¢¢ 3APOAI AAO ¢mpu AOAEI AAT A Adq
http://madb.europa.eu/madb/barriers_details.htm?barrier_id=970254&version=7 .

no&l T A , AAAEET G 2REDODAOEA *13 1 AG6 om *AlT OAOU ¢mpu AC
http://ap.fftc.agnet.org/ap_db.php?id=384&print=1.



http://madb.europa.eu/madb/barriers_result.htm?sectors=none&countries=JP&measures=none
http://www.mhlw.go.jp/english/topics/importedfoods/1-2.html
https://www.wto.org/english/tratop_e/sps_e/spsagr_e.htm
http://madb.europa.eu/madb/barriers_details.htm?barrier_id=970254&version=7
http://ap.fftc.agnet.org/ap_db.php?id=384&print=1
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Labelling regulations are enforced by th&€onsumer Affairs Agency (CAA). All food imported into
Japan must conform with domestic labelling standards under the Food Labelling Law. Required
information must be in Japanese and includes:

Name of the product;

Country of Origin;

Name and address of th@nporter;

Ingredients, other than additives, in descending order of weightercentage

Food additives in descending order of weight on a separate line from other ingredients;
Net weight in metric units;

Bestbefore date;

Storage instructions;

Genetically nodified components where their quantity exceeds 5 per cent of the total
product.”2

I v v P D P D

Nutrition labelling of food products is currently done on a voluntary basis. Mandatory nutrition
labelling will take effect in 2020.

Exporters of products containing alcohofor consumption must further obtain an import licence
from the Ministry of Economy, Trade and Industry (METI). Therefore, customs clearance and
market access requirements for this product classification require the following:

A Licence to Import Alcohol;
A Dedaration on the Regular Importation of Alcohol;
A Transfer Table of Alcohol.

Specific rules on labelling are also required; namely, they must include:

Product name;

List of additives used;

Volume of alcohol content;

Notice of effervescence;

Name and addres®f the importer;

Name and address of the distributor;

Warning against consumption by minors;

Reference to origin and quality standards (wine only).

oI B B D D D

Finally, organic food products and beverages are labelled in accordance with the JAS
administered by the Ministry of Agriculture, Forestry and Fisheries (MAFF). The JAS logo is an
indicator of quality and reputation to Japanese consumers, and can be obtained for impeuit
products through the following avenues:

1. Foreign manufacturers can apply for the OrganicAB logo to Japanese or Overseas
Registered Certifying bodies, which then relay the application to the MAFF. If the
application is approved, the MAFF registers the product as Organic JAS certified and it can
be imported and distributed with the corresponding logo.

20« ADAT q &I TA AT A 1| COEADI OOOAINaraiive EAR® 2 BICOOWB OEADIOOABH A
Dec 2015 available at:
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Aaricultural%20Import%2
ORegulations%20and%20Standards%28%20Narrative_Tokyo Japan_2128-2015.pdf.



http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Agricultural%20Import%20Regulations%20and%20Standards%20-%20Narrative_Tokyo_Japan_12-18-2015.pdf
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Agricultural%20Import%20Regulations%20and%20Standards%20-%20Narrative_Tokyo_Japan_12-18-2015.pdf
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2. Equivalency, namely where the exporter is certified by their home government or
accredited certifying body that is designated by the MAFF. Through this method, the JAS

| OCAT EA ADPDPI EAAOQEI I

which then registers the product if approved. The product can then be shipped with the

Organic JAS logo prior to entry into Japan.

Further information on import procedures for organic products can be foundere.

The EU Member States with which Japan has organic certification equivalence agreements are
listed below:

Figure 9) Bilateral Organic Equivalence Agreements with Japan in Effect

EO OOAi EOOAA AneMAREA Ag@DI |

Austria Belgium Denmark
Finland France Germany
Greece Ireland Italy
Luxembourg Netherlands Portugal
Spain Sweden United Kingdom
Source: Food and Agriculture Organisation
3DAAEAT AOOAT OETI1T EO AOA &EI O Oii A POT AGAOO Al T O

subjectto more detailed labelling requirements in Japan. Health foods in Japan are divided into

Ox i

i AAAT Oh O&I T AO xEOE

labels in Japan are prohibited from claiming specific disease risk redimns.

Figure

10) Health food labelling requirements
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http://www.med.or.jp/english/pdf/2004_09/436_450.pdf .

Al O 2Acdl AGET 1
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http://www.maff.go.jp/e/jas/specific/pdf/organic_products_system_1501.pdf
http://www.med.or.jp/english/pdf/2004_09/436_450.pdf
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Source: Baba et al., 2004

Further information on the application procedure and information necessary to fulfill the
requirements of health food labelling in Japan can be fouricere.

General Tips and Best Practices

Early communication with food inspection and customs officials can help reduce inspection and
clearance times by ensuring that labelling, required doauentation and other particulars are in
order.

Labelling standards are subject to change and so all parties wishing to export to Japan should
work closely with parties experienced in import of foreign foods and beverages to ensure that
indications are inline with the most recent regulations.


http://www.med.or.jp/english/pdf/2004_09/436_450.pdf
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Relevant Japanese Agencies

CAA: Consumer Affairs Agency

Role: Administers general food labelling requirements.
Website: http://www.caa.go.jp/en/ .

Japan Customs
Role: Controls against harmful (norSPS) imports as well as assessing and collecting duties.
Website: http://www.customs.go.jp/english/ .

MAFF: Ministry of Agriculture, Forestry and Fisheries
Role: Oversees produt labelling through the JAS and Organic JAS logo schemes.
Website: http://www.maff.go.jp/e/index.html

METI: Ministry of Economy, Trade and Industry
Role: Issues import licences for certain product categades, such as beverages containing alcohol.
Website: http://www.meti.go.jp/english/

MHLW: Ministry of Health, Labour and Welfare

Role: Administers Quarantine Stations at major ports of entry through the Department of Food
Safety and Pharmaceutical and Food Safety Bureau.

Website: http://www.mhlw.go.jp/english/index.html

MOF: Ministry of Finance

Role: Presides over customs administration through the Customs and Tariffs Bureau, which
includes the DirectorateGeneral and several executive divisions, as well as regulating certain
aspects of fishery imports.

Website: http://www.mof.go.jp/english/ .



http://www.caa.go.jp/en/
http://www.customs.go.jp/english/
http://www.maff.go.jp/e/index.html
http://www.meti.go.jp/english/
http://www.mhlw.go.jp/english/index.html
http://www.mof.go.jp/english/
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High quality and well renowned products are often the targets of counterfeiting in all markets
but within Japan various levels of protection are available. Products with Geographical
Indications (Gls) may benefit from the protection granted by the international legal framework,
where Japan has been a longstanding member of international organisat®and a signatory of
relevant agreements and conventions and also under the national legal framework consisting of
both a regional collective trademark system and aui generis™ Gl system.

Japan has been a member of the World Intellectual Property Orgjaation (WIPO) since20 April
1975 and has been a signatory to a number of WIPO treaties. O®1April 1899, Japan acceded to
the Paris Convention for the Protection of Industrial Property and o21 April 1953 to the Madrid
Agreement for the Repression ofFalse or Deceptive Indications of Source on Goods. Additionally,
Japan has been a member of the World Trade Organisation (WTO) sidcéanuary 1995, which
means that the WTO Agreement on TradRelated Aspects of Intellectual Property Rights (TRIPS)
- including on geographical indications is applicable.

A4EA *APAT AOGA -ETEOOOU 1 &£ ' COEADI OOOAR &1 OAOGOOU
Gls by registering the Gl mark under the trademark system of major importing countries.
Additionally, the MAFFwill submit a list of GI products which need to be protected in trade
negotiations to countries with a Gl systeni4 In April 2013, the first round of negotiations on the

EU-Japan Free Trade Agreement (FTA) took place. The FTA will address a broad rangssofes,

including the protection of Gls. The future FTA should provide for the recognition and protection

of a first list of EU Gls, as well as a mechanism to add more to the list once the FTA will be
applicable.

At the national level there are three systes which (indirectly) cover geographical indications.
The Law Concerning Liquor Business Associations and Measures for Securing Revenue from
Liguor Tax’ includes a provision on geographical indications for alcohol. This Gl system is
managed by the Nationalax Agency. In 2006, the Trademark Atwas amended with Article 7

2 on Regional Collective Trademarks, which allows legal entities to register a trademark for the
name of a commodity consisting of a place name and the name of the product. This Regional
Oollective Trademark system is managed by the Japanese Patent Office (JPO). A broader
generisGl system, managed by the MAFF, was only implemented in June 2015 with the Act on
Protection of Designated Agricultural, Forestry and Fishery Products and Fostiffs.”7 This Gl
system covers edible and noredible agricultural, forestry and fishery products, foods and

=1  AOET OAOI T AATETC OI £ EOCO 1 x1 EETA 10 Al AOGOG6h EI
established within Japan rather than and international system. o o o
0" AT ndalAngication Lawz! BDOOE &£ O 1T AAl AOAT A POITITTOEITSd pw *

http://english.agrinews.co.jp/?p=2235

75 Act No. 7 of 1953, last revised by Act No. 10 of 2006. The Act has not beanglated into English.

76 Act No. 127 of April 13, 1959 as consolidated up to Act No. 36 of 2014, available in Japanese and English
at: http://www.wipo.int/wipolex/en/details.jsp?id=15597

77 Act No. 84 of 2014. The act was passed by the Diet, the Japanese Parliament, on theRune 2014. A
provisional English translation of the law is available at:
http://www.japaneselawtranslation.go.jp/law/detail/?id=2607&vm=02&re=2



http://english.agrinews.co.jp/?p=2235
http://www.wipo.int/wipolex/en/details.jsp?id=15597
http://www.japaneselawtranslation.go.jp/law/detail/?id=2607&vm=02&re=2
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beverages and products manufactured or processed using agricultural, forestry and fishery
products.

In 2015, the number of Gls registered in Japannder the Gl system for liquors was 68 The
Regional Collective Trademark system counted 589 registered items at the end of January 2016.
The number of Gls registered within Japan under the Gl system operated by the MAFF is 11,
ranging from fruits and vegetables to fresh meat and raw silk®

Definitions of Gls in Japan
Within Japanese legislation there are three definitions of Gl provided in the Trademark Act and
OEA ') OUOOAI 66 OAOPAAOEOA 1 ACEOI AOGEIT AT A OAcOI

The first definition is found in the Law concerning Liquor Business Associations and Measures

for Securing Revenue from Liquor Act. Article 86 (6) identifies Gls as:
O0j 8q ET AEAAOGEI T O xEEAE EAAT OEAU A 1 ENOI O j8q AO 1
the World Trade Organization, or aegion or locality in that territory, where a given quality,

reputation or other characteristic of the liquor is essentially attributable to its geographical
| OEGCET &

A second definition is found in the Trademark Act. Article-2 states:
OA OOAAAI MEEAOBIQC Ef 8q OEA TAI A 1T £ OEA OACEIT AT A (
or services pertaining to the business of the applicant or its members or the name
customarily used as a name indicating thereof, and characters customarily added in
indicating, in a conmon manner, the place of origin of the goods or the location of provision
I £ OAOOEAAOS8S
A third definition is found in the Act on Protection of Designated Agricultural, Forestry and
Fishery Products and Foodstuffs. Article 2 (3) defines a Gl as:
Oj 8 (ndicaioh of the names of Specific Agricultural, Forestry and Fishery Products and
&1 T AOOOAELEDS
Article 2 (2) identifies Specific Agricultural, Forestry and Fishery Products as:
O0j EqQ POI AGAOO pPOI AGAAA ET A OPAAEgEwhos®l AAAh OACE
NOAI EOUh OADPOOAOGEIT TO 1TOEAO AOOAAI EOEAA AEAOAAOA
bl AAA T £ DOl AGAGETT OPAAEAZEAA ET OEA POAAAAEI C EO

These definitions are similar to the ones used in international agreements, such as the WTO
Agreement on TRIPS! and in EU legislation and regulations, i.e. in Regulation (EU) No

0- AAOOOAOG &I O POI i1 O6EI ¢ OEA AT AT EIT EA AAOGAOACAO DPOI A
http://www.eu_-japan.eu/sites/eu-japan.eu/files/Mr.%20Takashi%20lijima_NTA_ENG.pdf
PO2ACETT Al " QARGEI EAI *ADPAT AAOEOA 40AAAT AOEO OACEOOAOA

17 February 2016, available at:
http://www.wipo.int/edocs/mdocs/mdocs/en/wipo_ip_wk_nbo_16/wipo_ip_wk _nbo_16_t 3.pdf

000) 1 £ O AGETIT 11 2ACEOOAOAA ' )06 1 A0OO AAAAOGOAA 11 ¢t
http://www.maff.go.jp/e/japan_food/gi_act/reqgister.html

81 Article 22 (1), Agreement on TradeRelated Aspects of Intellectual Property Rights, available at:
https://www.wto.org/english/res_e/booksp_e/analytic_index_e/trips_02_e.htm



http://www.eu-japan.eu/sites/eu-japan.eu/files/Mr.%20Takashi%20Iijima_NTA_ENG.pdf
http://www.wipo.int/edocs/mdocs/mdocs/en/wipo_ip_wk_nbo_16/wipo_ip_wk_nbo_16_t_3.pdf
http://www.maff.go.jp/e/japan_food/gi_act/register.html
https://www.wto.org/english/res_e/booksp_e/analytic_index_e/trips_02_e.htm
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1151/2012 on quality schemes for agricultural products and foodstuff$2 It is important to note
that where discrepancies exist between the Japanese and English versions of the Japanese
text will be held to be correct.

The official GI mark to be used for products with Gl status is outlined ir
Article 4 (1) of the Act on Protection of Designated Agricultural, Forestry

and Fishery Products and Foodstuffs. This mar{pictured left) serves to 1@1534)2&2%,—}
prove that a product is a genuine one whose established characters ar GI

essentially attributable to its producing area.

Protection of products with geographical indications varies according to the system utiliseith
terms of the scope of protection offered and the options for enforcement of rights.

Regional Collective Trademarks are designed to convey the uniqueness of certain regional

products by distinguishing them from products originating in other geographic regions.

Additionally, they aim to foster the growth of regional brands. Gls that are registered as a Regional

Collective Trademark are given the same level of economic and legal protection as po®ad for

all other trademarks.

4EA TAIT A T &£# OEA OACEI1T OOAA ET A 2ACEITTAT #111A/
of origin of the goods, the location of provisions of services, or the name of the region which is
consideredto have aclosere@QET T OEED xEOE OEA OAEA CITA® 10 O0OAO
This provision aims to avoid that the public is being misled.

An application for registration of a Regional Collective Trademark can only be submitted by
associations established by a sial Act. Article 311 states that members of an association
EiTAETC A 2ACEITAl #1711 AAOEOA 40AAAT AOE OEAOA OE
i 8qQ OACEITTAI1T U AAGAA Ai11AAOEOA OOAAAI AOE & O Of
Regional Collective Trademark will expire after ten years from the date of registraticd.There is,

however, the possibility to renew the registration when it expires.

*ADAT 80 OOAAAI AOE AQdAIAAG A 0 H 11 AP 10k graia@dOOU OAC
person who has first filed an application, when an application for a similar of identical trademark

is filed, regardless of whether the trademark has previously been used. This can lead to situations

whereby EU producers cannot seek trademarkegistration where this is already legally owned

by another private party. Registering trademarks early, active monitoring and opposition of other
registrations may save considerable time and money compared to negotiating later with parties

who own these nmarks or in initiating proceedings to cancel the registration.

The Japanese Gl system is designed to protect the names of Agricultural, Forestry and Fishery
Products and Foodstuffs which are produced in a specific regiand whose quality, reputation

82 Article 5 (1), Regulation (EU) No 1151/2012, available atittp://eur -lex.europa.eu/legal
content/EN/TXT/PDF/?uri=CELEX:32012R1151&from=en

83 Article 7-2 of the Trademark Act

84 Article 19 of the Trademark Act



http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32012R1151&from=en
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32012R1151&from=en
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and other characteristics is attributable to the place of production. Hereby the system aims to

contribute to the development of the agricultural, forestry and fishery industries as well as to

protect the interest of custome©O8 4EA ') AAT 80 AA OOAA &A1 O DPOIT A
registered product.

This Gl system covers edible agricultural, forestry and fishery products (e.g. eggs, vegetables and
seafood); food and beverages (e.g. bread, soft drinks and prepared food)nredible agricultural
forestry and fishery products (e.g. industrial crops, ornamental fish and pearl); and products
manufactured or processed using agricultural, forestry and fishery products (e.g. feed, bamboo
material and raw silk). Alcohol, pharmacedutal and quasipharmaceutical products, cosmetics
and regenerative medicine are explicitly excluded from the lawp.

An application for registration of a Gl can only be submitted by a registered group of producers.
This group of producers has severalbligations. For example, the group of producers will need to

establish a quality standard for the product. Furthermore, the group of producers is responsible
for the management and control of the production processes described in their application.

The Glregistration is indefinite. However, expiration of the registration is possible when the
registered group of producers has been dissolved or when they have discontinued the production
process management.

When you have identified an infringemat of your rights such arising from the illegitimate use of
your mark, different modes of administrative enforcement are available.

In case of infringement of a Regional Collective Trademark under the Trademark Act, the
proprietor of the trademark is responsible for taking action. Article 36 describes the right of the
holder of a trademark to demand injunction and to demand the person to take measures for the
prevention of infringement, including the destruction of articles which constitute the act of
infringement and removal of equipment used for or contributing to the act of infringement.
Chapter IX on Penal Provisions outlines the penalties in case of infringement, fraud, false
indication, perjury and breach of a confidentiality order.

In case of infrigement of a Gl under the Act on Protection of Designated Agricultural, Forestry
and Fishery Products and Foodstuffs, the MAFF can be requested to initiate proceedings. Chapter
V on Penal Provisions outlines the penalties in case of infringement and unlawfuse of a
registered Gl.

The registration process for protection under the Regional Collective Trademark system and
under the Gl system vary in their requirements and the timeframe for successful application.

Article 7-2 of the Trademark Act allows for a foreign juridical person, equivalent to a Japanese
association with a legal status, to register a Regional Collective Trademark. The application for
the Regional Collective Trademark registratin shall be submitted to the Commissioner of the JPO
accompanied by the required documents. This includes a document certifying that the applicant

850" Al CalArgiakionsinJapaxA . Ax 3 0A006 py .1 OAT AAO ¢npuh AOAEI
http://papers.ssrn.com/sol3/papers.cfim?abstract_id=2692450
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is an associations and the documents necessary to prove that the trademark contains the name
of a region. Theee for registration of a trademark isIPY37,600, or EUR 302.30 multiplied by the
number of classes to which the designated goods or services belong.

The requirements for registration of a Regional Collective Trademark and the procedures can be
found in Chapter Il Trademark Registration and Applications for Trademark Registratiohthe
Trademark Act.

Article 6 of the Act on Protection of Designated Agricultural, Forestry and Fishery Products and
Foodstuffs specifies that Gls can begistered by a registered group of producers. To register a
group of producers, a registration fee 08PY90,000, or EUR723.60 applies. The application for
registration shall be submitted to theMAFFaccompanied by the required documents, including
a document on the rules regarding the method of production process management. The
application is then subject to the opinion of experts. The Act does not contain a specific provision
on application of foreign GIS .

In order for a product to be eligible for aGl registration, the product needs to be produced in a
specific place, region or country and must be identifiable by the quality, reputation or other
characteristics that are linked to the place of production. The Gl system requires a group of
producers toestablish a quality standard for the product, including on its production method and
characteristics, before submitting its application for registration.

In order to register a brand name registered under the Regional Collective Trademark system as
a Glthe group of producers needs to obtain approval from the holder of the trademark.

The requirements for registration of a Gl and the procedures can be found @hapter Il
Registration of the Act on Protection of Designated Agricultural, Forestry and Fisry Products
and Foodstuffs.

Supervision and administration of the different modes of protection are currently performed by
three different bodies within Japan. The Regional Collective Trademark system is administered
by the JPO, whilst the Gl system falls under the mandate of the MARhilst for Gls of alcoholic
beverages the National Tax Agency is the competent authority.
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Competent authorities for Gl protection

Intellectual Property Division, Food Industry Affairs Bureau
Ministry of Agriculture, Forestry and Fisheries (MAFF)
1-2-1 Kasumigaseki

Chiyodaku, Tokyo 1008950

Tel: +81 3 6738 6319

Fax: +81 3 3502 5301

Website: http://www.maff.go.jp/e/index.html

International Affairs Division, General Affairs Department
Japan PatenOffice

3-4-3 Kasumigaseki

Chiyodaku, Tokyo 1008915

Fax: +81 3 3581 0762

Website: http://www.jp0o.go.jp/index.htm

National Tax Agency

3-1-1 Kasumigaseki

Chiyodaku, Tokyo 1008978

Tel: +81 3 3581 4161

Website: http://www.nta.go.jp/foreign_language/index.htm

Legislation, Regulations and Administrative Measures
Trademark Act (Act No. 127 of April 13, 1959 as amended up to Act No. 36 of May 14, 2014)
Available in English and Japanese dtttp://www.wipo.int/wipolex/en/details.jsp?id=15597

Act on Protection of Designated Agricultural, Forestry and Fishery Products and Fo  odstuffs
(Act No 84 of June 25, 2014)

Available in Japanese ahttp://www.maff.go.jp/j/shokusan/gi_act/outline/pdf/doc4.pdf
Available in English at:

http://www.japaneselawtranslation.go.jp/law/detail/?id=2607&vm=02&re=2



http://www.maff.go.jp/e/index.html
http://www.jpo.go.jp/index.htm
http://www.nta.go.jp/foreign_language/index.htm
http://www.wipo.int/wipolex/en/details.jsp?id=15597
http://www.maff.go.jp/j/shokusan/gi_act/outline/pdf/doc4.pdf
http://www.japaneselawtranslation.go.jp/law/detail/?id=2607&vm=02&re=2
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3. Market Snapshots for Selected Products

This section provides specific information for various food and beverage categories and products.
This information includes a market snapshot containing analysis of the market size, trends,
distribution, and consumer profiles and sensitivities. Additionalinformation regarding market
entry, import procedures, and considerations for intellectual property are also included.

Product Categorisation

Within the following category specific market snapshots products have been aggregated and
analysed according to lhe Harmonised System (HS) codes. For some product categories a single
HS 4 entry will be covered whilst for others there will be multiple HS 4 categories across different
HS 2 chapters. Se€igure 11 below for specific HS 4 codes covered in the followingrpduct
category sections.

Figure 11) Handbook product coverage by HS classification and description
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Source: Harmonised Commodity Description and Coding System
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3.1 Wine and vermouth

Market Snapshot

Wine and vermouth areimportant EU exports to Japan in
terms of value and quality. Japan is the third largest wine
market in the AsiaPacific region and it is the second
largest market for imported wines in the regiongé In
terms of imports of EU wines, Japan is the sixth bigges
trading partner for the EU8” The size and the projected
growth of the market in Japan offer a large potential for
EU wine producers.

Market size and market share

The market for wine in Japan is relatively new: The demand for red and white wine increased
the late 1990s as a result of promotion by media. This popularity did not last long and the demand
for wine collapsed until 2010, when the demand for wine increased significantly. The newfound
popularity can be attributed to the availability of cheap,good quality wines on the market.
Nowadays, over half of the Japanese population drinks wine at least once a week, apai7cent

of the population drinks wine daily 8

Technically speaking, domestically produced wine accounted for around 3gr centof the total
Japanese wine consumption in 2012, with imported wines holding the remaining 6@er cent
This can be contributed to the different categories that technically classify as domestic wine:
kokunaisan wine made exclusively from domestic materialkokusan wine made from imported
ingredients; andyunyu, imported wine that was bottled in Japa? The share okokunaisanin the
Japanese market is only 3.per cent2

The Japanese import of wine and vermouth has experienced major growth over the past dédes.
The imports of wine, includingprotected designation of origin PDQ and protected geographical
indication (PG) wine, were valued at EUR 1,388@®million in 2015, which constitutes an increase
of 51.6 per centsince 2010. The import of vermouth experienced an even greater growth grate:
Since 2010 the value of imported vermouth increased by 846er centto EUR 10.8 million in
2015201

88O04EA 7ET A AT A 3PEOEOOPDAMAGDE ASDl GBI *ADAN 6 x-EOE @od O AOAE
http://www.vinexpohongkong.com/wp -content/uploads/sites/2/2015/08/IWSR _-JaporANG1.pdf

704 EA 7ET A - A@EAEBssdnt of CAdllehdes and Opportunities for Central and Eastern

%001 PAAT 001 ABAAOOG hitpiwweuwc-mtpt AOAET AAT A AO(q
japan.eu/sites/default/files/publications/docs/japanwinemarketreport -2014.pdf

88O4EA 7ETA -AOEAO ET *APATd 'T 1 OOAOGOI AT O T £ #EAT 1 AT ¢
%001 PAAT 001 AOAAOOG hitpiww.euwc-mtpt AOAET AAT A AOg(q
japan.eu/sites/default/files/publications/docs/japanwinemarketreport -2014.pdf

8804EA 7ETA -AOEAO ET *APAT ¢ ' 1 1| OGdkOadtrafahdEasied® # EAT 1 AT C
%001 PAAT 001 AOAAOOOG hitpiwwewgc-mtpt AOAET AAT A Ad(
japan.eu/sites/default/files/publications/docs/japanwinemarketrepo rt-2014.pdf

wO7ET A AT A OPEOEOO I AOEAO ET *APAT 4 "AOOEAOO AT A 1 PDI
http://ec.europa.eu/agriculture/events/2013/visit _-japan-and-south-korea/pdf/japan/6 -gourgesjapan
barriers-and-opportunities_en.pdf

104 OAAA - APo6 1 AOO AAAAOOAA 11 op -AOAE c¢mpoeh AOAEI AAI
http://www.trademap.org/Product_SelCountry TS.aspx
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http://www.eu-japan.eu/sites/default/files/publications/docs/japanwinemarketreport-2014.pdf
http://ec.europa.eu/agriculture/events/2013/visit-japan-and-south-korea/pdf/japan/6-gourges-japan-barriers-and-opportunities_en.pdf
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In 2015, the EU exports of wine to Japan were valued at EUR 9@Bnillion, accounting for 69.4

per centof the total Japanese wine import. This reflects a decrease in the market share of EU
exports compared to 2010, when the exports were valued at 6810Imillion, accounting for 77.1
per centof the total Japanese import. The EU e@ps of vermouth to Japan was worth EUR 1004
million in 2015, which is 96.3per centof the total Japanese vermouth import. In this regard, the
EU has realised an increase in the market share compared to 2010, when the EU export was worth
EUR 5.0 million, allowing for a share of 87.9er cent®?

Figure 12) Wine imports to Japan by the four main EU exporters, millions of euros
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Source: ITC Trade Map

From the figure above it becomes clear that France has a dominant position in the market for
export of wine to Japan, holding a 70.per centshare of the total EU wine exports to Japan and a
51 per centshare of the total Japanese wine import in 2015. Thidemonstrates a decrease in the
market share compared to 2010, when French wine accounted for 72der cent of the total EU
wine exports and 55.6per cent of the total Japanese wine import. The second biggest EU
exporting Member State is Italy, which in 215 accounted for 17.4per centof the total EU wine
exports to Japan. Italy has increased its market share compared to 2010, when Italian wine made
up 16 per centof the total EU wine exports. Italy is followed by Spainwith a share of 9per cent

of the total EU wine exports to Japanand Germany, with a share of 1.per cent®3

It has proven rather difficult for Central and Eastern European countriessuch as Bulgaria (0.1
per centof the total EU wine exports to Japan in 2015), Croatia (0.Q&r cent) and the Czech
Republic (0.003 per cent) - to import their wines to Japan. The cause for this could be the
importance of country awareness for Japanese consumers: pér cent of Japanese consumers

204 OAAA - AP6 1 AOO AAAARAOGOAA 11 p ! POEI ¢mpoeh AOAEI AAI Z

http://www.trademap.org/Product_SelCountry TS.aspx
93 |bid.


http://www.trademap.org/Product_SelCountry_TS.aspx

48| Page Tastes of Europe Japag Market Entry Handbook

take the country of origin of a wine into accountn their choice. This creates a problem for Central
and Eastern European countries, which lack country and brand awarene%s.

Figure 13) Wine and vermouth imports to Japan by the four main exporters,  millions of
euros
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Source: ITC Trade Map

While wine is generally imported by Japan from the traditional wine producing regions such as

France, Italy and Spain, producers in other parts of the worldhe so called New World producers

- are also starting to gain some ground. Other main exporters of wine are Ghithe United States

of America and Australia, although their share in the Japanese import of wines and vermouth is

OOCEI |1 OECT EEZEAAT OI U Oi AT 1T AO OEAT OEA %5860 OEAOA:
EU was 72.Jper cent, this was 13.7per cent for Chile, 7.5per centfor the United States of America

and 2.7per centfor Australia.®s

Red wine is by far the most popular wine in Japan, as almost two thirds of all wine consumed is
red wine. The second most favourite wine is white wine, which makes up about 2&r centof all
wine consumed. The third favourite wine is sparkling wine, whicthas a market share of about 10
per cent Rosé wine is not very popular in Japan and accounts for only a fper centof the total
market.%

Though the market share might not be substantial, Japan is the second largest market for
sparkling wine.?” The market for sparkling wine is experiencing rapid growth as it became more

404 EA 7 E éth Japah:QME Assessment of Challenges and Opportunities for Central and Eastern

%001 PAAT 001 AOAAOOOG hitp:iwewc-mpt AOAETI AAT A AOQq
japan.ai/sites/default/files/publications/docs/japanwinemarketreport -2014.pdf
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http://www.trademap.org/Product_SelCountry TS.aspx
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http://www.vinexpohongkong.com/wp -content/uploads/sites/2/2015/08/IWSR -Japon-ANG1.pdf
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japan.eu/sites/default/files/publications/docs/japanwinemarketreport -2014.pdf



http://www.eu-japan.eu/sites/default/files/publications/docs/japanwinemarketreport-2014.pdf
http://www.eu-japan.eu/sites/default/files/publications/docs/japanwinemarketreport-2014.pdf
http://www.trademap.org/Product_SelCountry_TS.aspx
http://www.vinexpohongkong.com/wp-content/uploads/sites/2/2015/08/IWSR-Japon-ANG1.pdf
http://www.eu-japan.eu/sites/default/files/publications/docs/japanwinemarketreport-2014.pdf
http://www.eu-japan.eu/sites/default/files/publications/docs/japanwinemarketreport-2014.pdf

49| Page Tastes of Europe Japag Market Entry Handbook

approachable for consumers. The most popular products in this market are champagne and other
premium sparkling wines, but economy products of less than EUR D.9such as the Spanish cava

- are also increasingly in demand. The main supplier of sparkling wine to Japan is France, with a
37.5 per centmarket share in 2012. France is followed by Spain (238er cent) and Italy (21.6
per cent).o8

Growth drivers and trends
The Japanese market fowine has a big potential for PDO and PGI EU wmes because of the

*ADAT AOA AT 1 001 AOEO POAEAOAT AA =1 _A EOE A

or country of origin. The market in Japan has grown rapidly over the
past decades and it is predicted to expand even furtheén the near
future. The markets for red, white and rosé are expected to gro
steadily, while the consumption of sparkling wines is expected to
increase by a significant numbep? This growth is especially driven
by a greater variety in terms of grape typesnd pricesioo

The trend of a demand for lowefpriced wines is expected to continue
in the future. The market for wines below EUR 3®and between EUR
7.90 and EUR 11.80 will continue to expand. These loweipriced
wines are especially popular among the youger consumers.
Additionally, the sales of highend, high-quality wines priced over ks
EUR 23.® are expected to increase as well. A definite group of Japanese consumers value high
guality wines and show an interest in unique stories and facts about the baclkaund of the
wine. 101

Another trend in Japan concerns the packaging of wine. As Japanese consumers demanded more
convenience polyethylene terephthalate (PET) bottles have been introduced in the wine market.
Additionally, the number of small packaging has ireased in Japan. This is a result of changing
demographics, as the elderly generation tends to drink less and the singperson households
require smaller amounts. These small bottles of wine are often sold at convenience stot&s.

Lastly, onpremise consumption of wine continues to increase as the Japanese economy improves
and wine has become available in a wide price range and varieties. In this respect, the Japanese
izakaya, informal gastropubs, and standing wine bars have become increasingly popular,
egpecially with the middle-aged consumers. Consumption of wine at home is also still popular,
especially because supermarkets offer a wide variety of affordable winéss.

/
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Japan imports the majority of its wine, the main reason beinghat Japan is unsuitable for
OEOEAOI OOOA8 4EA AAEAEOU 1T £ *APAT 60O OTEI AT A OEA
can lead to damage to the grapevines.

The main region for wine production in Japan is Yamanashi, on the Honshu island. ThE OU + e OE |
forms the centre of this region as the place where wine making and grape growing originated

from. Other important regions for wine production are Nagano and Yamagata, both on the Hoshu

island, and the Hokkaido island. The wine produced in Japas mainly intended for domestic
consumption. However, wine made from the&koshugrape, a pink skinned grape that yields dry

andsemiAOU xEEOA xET A xEOE £OAOE AEOOOO 1w OAOh AT T

The distribution of wine is regulated under the Liquor Tax Law, which states that wine can only
be distributed through retailers with liquor licenses. In Japan, wine distribution often follows a
three or four tier system, moving from the producer to one otwo wholesalers, to eventually end
up at a retailer.

About half of the wine consumed in Japan is distributed through retail outlets, such as
supermarkets and convenience stores. The other half of the wine is consumed-premise, for
example in bars, resaurants and hotels. Both orpremise and offpremise consumption of wine

is expected to increase as a result of economic recovery and a wider availability of affordable wine
in restaurants, bars, supermarkets and convenience stores. Due to its popularitypermarkets
and convenience stores are giving more shelf space to wine, thereby diversifying and expanding
the assortment.

Supermarkets often sell affordable wines up to EUR 1®7often of Chilean and Spanish origin but
also increasingly from Italy and he United States of America. Convenience stores often sell wines
up to EUR 11.8, mostly domestic wine. A new trend in the convenience stores is the sale of small
bottles of wine.

Next to supermarkets and convenience stores, wine is also sold in wine sity stores. The
number of wine speciality stores in Japan has increased over the past decade and the trend has
moved from Tokyo to other urban areas of the country. These speciality stores often sell imported
wines and have employees with broad knowledg of the different types of wines, consumption
and storage practices.

Other popular outlets for wine are the liquor chain store Yamayawhich often offer discounts on
imported wine, and online wine storesz which often sell mid to high priced wine. The oline sale
of wine is becoming increasingly populawith the young Japanese consumei&
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Figure 14) Distribution channels for imported wine in Japan
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Consumer profiles

While wine was originally consumed to celebrate special occasions, it has gained status as an
everyday drink and starts to replace beer as the preferred drink amongst younger consumers.
Wine is popular amongst both men and women, where women make up theegiter percentage

of wine consumers (55per cent). Women are also more likely to attend wine tastings, classes and
seminar than men. As wine has become affordable, its popularity is not tied to a specific income
class. Furthermore, it is a popular drink amog all age range$9¢

The middle-aged and older generation Japanese consumers prefer highd, high-quality wines.

These age groups have the disposable income to be able to purchase these wines. Especially 30

to 40 year olds purchase wines over EUR 23@&nd participate in wine schools and winethemed
dinners. The younger generation, which rejects traditional drinks such as sake and shochu, has a

1w O4 EA 7ET A apaA QiEA$@ssidnt of Challenges and Opportunities for Central and Eastern
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greater interest in affordable wine. They particularly favour sparkling wine instead of beer,
especially womento?

Wine consumption is the largest in urban areas, especially in the Tokyo area. In Tokyo, the
consumption of premium wines is the highest, as well as gpremise consumption of wine. In
rural areas, there is a preference for traditional drinks, such as shochsake and beet?

The preferred drink amongst Japanese consumers is red wine, followed by white wine, sparkling
wine and rosé wine. The favoured wines for red wine are Cabernet Sauvignon (Bér cent),
Merlot (25 per cenf) and Pinot Noir (22 per cent), and the preferred wines for white wine are
Chardonnay (45per cent), Sauvignon Blanc (23er cent) and Rieseling (15per cent). Sparkling
wine has become popular because it goes well with Japanese dishes, and the popularity of
sparkling wine is expectedto increase even further in the near future0®

The Japanese consumer is especially concerned with the prigeality ratio, and the majority of
the consumers are willing to pay EUR 3®to 7.60 for a 750 ml bottle of wine. These low to mie
range wines are he most popular. Almost equally concerned is the Japanese consumer with the
country of origin of the wine, as they prefer wines from famous regiong?

1w O* ADAT 7 ET Avy208ceavailaliéat: p - A
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Wines and vermouth do not face specific market access restrictions in Japanoulgh market
access is restricted for certain food additiveg!? As such, market access is available for all
exporters who have completed and submitted the required forms and comply with the
requirements of Japanese import procedures and relevant standards.

Documentation required for import into Japan includes:

A Reporting Requirements on Cargo (i.e. Advance Information on Maritime Container
Cargo; Inward Declaration for Aircraft; Inward Declaration for Vessels; Manifest for
Aircraft; Manifest for Vessels; and Permit to Discharge Maritime Cargo);

Customs Import Declaration;

Commercial Invoice;

Bill of Lading or Air Wayhill;

Packaging List (if deemed necessary);

Freight Accounts (if deemed necessary);

Insurance Certificate (if deemecdhecessary);

Detailed statement on reductions of or exemption from customs duty and excise tax (if
applicable);

Proof of payment of customs duties (in case of dutiable goods); and

A non-preferential proof of origin.

> > D D

>\ >\

Specific required documents related tohie import of wine and vermouth include:

Licence to sell alcoholic beverages (under the Liquor Tax Law);
Authorisation of Foreign Foodstuffs Manufacturers;

Import Notification for Food and Food Products; and

Certificate of Analysis.

D D D

These documents and dataequired for customs clearance may be submitted prior to arrival to
facilitate and shorten the procedures. The person responsible for import declarations is the
importer, who may appoint a customs broker- who must be duly registered as an import
management entity with the Japanese customs authorities.

More information on procedures and formalities for the import of wine and vermouthhere

SPS mesures governing the import of wine are in line with international standards. However,
the Japanese list of accepted food additives is not in line with the applicable international
standards.

Wine is subject to labelling requirements under Japarse national standards and incorrectly

labelled products may not be sold, displayed with intent to sell or used for any other commercial
purposes. The requirements for labelling are set out under the Food and Sanitation Act, the
Measurement Law, the Law Caerning Liquor Business Association and Measures for Securing

111 The full list of approved food additives as of the date of publication can be fouhdre.


http://madb.europa.eu/madb/datasetPreviewFormIFpubli.htm?datacat_id=IF&from=publi
http://www.ffcr.or.jp/zaidan/FFCRHOME.nsf/7bd44c20b0dc562649256502001b65e9/5c2f5445d31454e54925690b0006ccdb/$FILE/15.09.18E.pdf
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Revenue from Tax and the Act against Unjustifiable Premiums and Misleading Representation. All
wine labels must include information in Japanese on:

Product name;

List of food additives used:;

Alcohol content expressed in volume;

Information whether the beverage is effervescent;

Name and address of the importer and distributor;

Warning statement that the beverage is not to be consumed by minors; and
Reference to origin and quality standards.

I DD D D D

Requirements can vary depending upon point of entry and national standards are subject to
change, exporters should work closely with importers with relevant expertise prior to making
shipments to ensure that the most recent standards are complied with.

Wines enjoy protection as granted in accordance with the TRIPS agreement and under Japanese
national legislation. The Law Concerning Liquor Business Associations and Measures for Securing
Revenue from Liquor Tax protects the Glof alcoholic beverages. Additionally, a trademark
consisting of the place name and the name of the product can be registered under the Trademark
Act.

These systems allow a producer to convey the uniqueness of a certain regional product by
distinguishing them from products originating in other geographic regions. In case of
infringement and counterfeit, the holder of the trademark can demand injunction and demand
the person to take measures for the prevention of infringement.
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3.2 Spirits

Market Snapshot

The market for spirits in Japan is relatively stable, having returned to
positive growth in 2014 after seven years of moderate decline in sales | T iéﬁ' —
volume. Consumption of whiskies and liqueurs is expected to grow Wﬁt lj )
during the next several years, offsetting de@ased sales of rums, white (g

spirits and local spirits like shochu

Growth trends in whisky, liqueur, brandy, cognac, and similar spirit consumption volumes make
for a highly attractive market, particularly for EU geographic indication (Gl) producers whose
status is associated with quality and desirability.

Japanese spirit consumer interest can be atypically sheduration. At the same time, there is an
emerging trend away from local spirts towards foreign imports. Whilst the market may continue
to fluctuate over coming years, opportunities will continuously present themselves as
preferences evolve.

Market size and market share

Japan is the sixth largest consumer of spirts in the world, with gross annual consumption of more
than one billion litres in 2014. Saks of domestic spirits such ashochuand sakestill dominate the
market with more than 53 per cent of market share in 2014. These products range from low to
ultra-high price points112

The value of imported spirits in Japan has seen fluctuations with tradalling from EUR 38900
million in 2008 to a low of EUR 7900 million in 2011. Since 2011, import growth for spirits into
Japan has grown at an average annual rate of 2.4 per cét.

The Japanese market remains one of the largest in the world for EU spiritdthough there is stiff
competition from South Korean, American, Canadian, and other large exporters. EU producers
exported nearly EUR 60000 million worth of spirits to Japan in 2015, a 15 per cent increase from
2014114 The majority of this export valuewas generated by France and the United Kingdom,
xEEAE AT TTA AAAT O1 OAA A O yw DAO AR sritsiexrort® E A
to Japan still trail behind South Korea, Mexico, China, Vietnam and Thailand, all of which export
proportion ally larger volumes of spirits at lower value per unit16

1203 D E OE O O ctéber 2018 daldblé athttp://www.euromonitor.com/spirits _-in-japan/report .
113 | bid.

114 Calculated from International Trade Centre data.

115 |bid.
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Figure 15) Japanese imports of spirits by country of origin, millions of euros
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Pernod Ricard Groupe is the largest European spirits producer in Japan, but has less thanmare
cent of total market share by volume. Instead, market shares amominated by domestic
producers, including leading conglomerates such as Suntory, Takara, and Asahi.

Figure 16) EU share of Japanese spirits imports by category, per cent
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Growth drivers and trends

The growth prospects for the spirits market are mixed as changing consumer enthusiasm
generates rapid fluctuations depending on product category. Ultimately, the Japanese spirits
market is predicted to contract 5 per cent by 2017 from the base year of 2013{owever, this
contraction is measured in consumptionvolume notvalue, and is expected to come largely at the
expense of local spirts, such ajuand sake Japanese consumers remain the third largest market
for liqueurs, after the US and Germany’

Z X oz A £ =

FigOOA pxQqQ 3DPEOEOOG | AOEAWuUEAOA AU DPOEAA bpi AOA&I O

Source: Euromonitor
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As market shares of locally produced spirits decline, growth forecasts for liqueurs and whiskies
remain positive. However, EU imported whiskies are expected to face strong competition from
Japanese whiskies, for which the largest sales gains are anticip&t&qually, competition from US
bourbon producers will be an important factor. Brandy and Cognac sales are expected to remain
stable.t’8Macroeconomic and demographic trends indicate that while alcohol consumption by
volume might decrease in coming years, ceamers are more likely to seek out higheend
premium spirits. Real gross domestic product (GDP) growth in Japan is expected to remain
sluggish, and disposable incomes are projected to decrease with the introduction of a new 10 per
cent sales tax in 2017Nonetheless, the effects of these indicators on alcohol consumption are
disputed; it is the trend towards an aging population and increased health consciousness that
should drive growth in premium spirits sales growthi1® Conversely, the minimum drinking age

is comparatively high in Japan, at 20 years old, and demand among young adult consumers is
weaker than in comparable marketg20

Japanese spirits consumption is concentrated in the 500 years of age group, who are

coincidently more likely to seek premium poducts for their perceived value and better health
considerations. Furthermore, there is an emerging trend since the 2011 earthquake and tsunami

Ol xAOAO OATTA Ai100i PpOEiIToh OEA OAI OA 1T &£ OEA AO
function as a soal and communicational facilitator. This particularly lends toward premium

spirits as they are served from the same bottlg bonding z and are more likely to be considered

asquality or exotic, especially when importedt2!

At the same time, EU spirits produers who might normally be well positioned to capitalise upon
this demand growth for premium products face critical barriers. Namely, declining value of the
Japanese yen relative to the euro renders imports more expensive and domestic taxes are
sometimes hgher for product categories that are not produced locally.

Japanese consumers are also increasingly willing to experiment with new products, meaning that

drinks with lower present market shares may continue to see increased growth driven by

marketing trends and shifting interests. For example, EEEA 7EEOEU $EOOEI | EI
increased its sales by nearly 100 per cent in 2014 when a television drama featured one of its

founders 122

3EIi EIl Al uh Ai1TO00i AOO AOA OAAAPOEOA O OOOAOACE,
indicated by the success of thBacardi Midpark Cafén Tokyo Midtown. Mojitos and highballsare

a noticeably successful product concept in Japan at time of pulatmon, corresponding with

growing white rum and whisky salesi2241 OEA A@OAT O OEAO OEA OOAAAU
phenomenon has succeeded in Japan, there has been some positive interplay with spirits imports.
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Whisky is a key ingredient for the popularhighball cocktail right now, and has thus enjoyed
increased awarenesg24

Imports of premium scotch whiskies, cognacs, bourbons and brandies remain desirable gift
options conforming with Japanese etiquettézs

240x8 ' 1T ATEITEA "AOAOACAOGSG c¢mpp AOAEI AAT A AOq
https://www.jetro.go.jp/ext_images/costarica/mercadeo/7Ealcohol .pdf.
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http://www.1worldglobalgifts.com/japangiftgivingetiquette.htm .
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Figure 18) EU exports by product category, millio ns of euros
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After impressive growth in the 1990s (and similar to what has recently been observed in China),
import volumes of French Gl Cognac, have subsided in recent years. Cognacs typically perform
well in emerging markets where theyare sought as status indicators. However, the mature
Japanese market coupled with recent austerity policies under the Abe governmentundermine

the likelihood of dramatic growth in coming years. Nonetheless, Cognac remains sought after in
the higher endmarket cohort, especially as aigestifamong the business community2é

Whereas brandy and cognac exports to Japan have remained relatively stable since 2011, sales of
Scotch Whisky, including GI Scotch Whisky, have risen dramatically. The value of EU Whis

exports to Japan recovered spontaneously between 2014 and 2015, from a low of EUR 59 million

to a peak of EUR 120 million for the reference period. In some ways, EU whiskies are perceived

AO 11 O0A OAAAAOOEAI A8 ODPEOE OO inAdrelgn ifiportsfaBthdreisOA AT 1
a culturally established and commercially successful category of parallel productslapanese

whiskies. Sales growth is forecasted for blended scotch whiskies, while contractions are
anticipated in consumption of Irish and sngle malt whiskies from the EU.

Like many European spirits, Polish Vodka including Gl Polish Vodka exports to Japan rose steadily
between 2011 and 2015, from EUR 63,937 to EUR 205,815. These figures are less dramatic than
those observed for Scotch Whisk$2? This is likely because vodkas are less likely to be purchased

as gifts and are less often considered as premium products. France and Italy are the leading EU

1260#1 C1 AA ET *APAT AT AOOBEABOADDET AOOGI AT 6 v ! POEI ¢mpm
http://blog.cognac -expert.com/japan-bar-yen-rich-businessmen/ .
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http://ec.europa.eu/eurostat/data/database .
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exporters of vodka to Japan, but face entrenched competition from South Korea, which exports
large volumes to Japan by a Smirnoff manufacturing facilitgg

Geography and major markets

The major markets for imported spirits continue to beTier 1 cities where there are developed
consumer bases and established distribution networks. These cities are, hewer, marked by high
levels of competition and building brand awareness can be challenging for new entrants to the
market.

Spirits consumption varies regionally. Per capita consumption is highest in the prefectures of
Kagoshima, Miyazaki, Tokyo and Akitayhereas gross consumption is highest in the prefectures
of Tokyo, Kochi, Aomori and Miyazaki® For imported spirits, regions within the North and North
%AOO OACEIT 66 OOAAA 1 ETEO AT A POI @EIi EOU OIl
of vodka, whilst in the South consumers show greater preference for grape and fruit based spirits
and drinks.

The cosmopolitan nature of cities like Tokyo, Osaka, and others make them naturally important
markets. Similarly, urban areas where Japanese spirits praders are already established, such
as Sapporo where the eponymouSapporo Holdingdlistributes several spirits on licence, will
remain contested markets.

Figure 19) Alcohol consumption intensity in Japan by prefecture
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Distribution

Regulations on alcohol sales have been gradually relaxed since 2001, leading to an increase in the

number of retail (off trade) outlets. At the same time, the social dimension of spirits consumption
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AT A OPEOEOOGS b OAOAImank colk@ils fendktd shlei res@ukaitE, BarsCandE 1
other (on trade) establishments. This is especially the case for spirits, compared with other
categories of alcoholic beverages, as they often require specialised knowledge to be mixed into

appealingcocktails and are considered an integral component of businesscial culture.

In 2014, the volume of spirits sold off trade was more than twice the volume sold on trade: 725.5
million litres compared to 322.1 million litres. Leading this distribution catgory are
supermarkets, with nearly half of spirits sales by volume. Furthermore, while overall share is still
small, internet retail outlets have posted impressive growth during the reference period.
Historical distribution shares of major outlets are indcated in Figure 20.

Il AAEOEIT T A1  ET & Of AOEIT EO AOAEI AAT A OEOI OCE OE/
Japanese).

Figure 20) Japan off trade spirits distribution breakdown,  per cent
2009 2010 2011 2012 2013 2014

Food/drink/tobacco
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Convenience stores /
Independent small grocers
Supermarkets 446% | 45.0% |453% | 455% | 455% | 45.6%
Department stores/mass
merchandisers/warehouse | 10.3% 10.5% 10.8% 11.0% 10.9% 10.8%
clubs/

Internet Retailing 1.9% 2.0% 2.2% 2.4% 2.5% 2.6%
Source: Euromonitor

38.1% | 374% |36.8% | 36.4%  36.5% | 36.5%

5.0% 5.0% 5.0% 4.7% 4.7% 4.5%

Retail channels traditionally have held a dominant position in the distribution chain due to the
status of imported spirits as a luxury good and the reliance of on trade establishmeraa trusted
establishments for the distribution of products within local markets!3 For high end products
some distributors offer direct sales to consumers on VIP client lists and whilst this may have high
profit margins for sales the consumer base will beastricted to high net worth individuals.

Specialist alcohol and tobacco shops within larger urban centres are increasingly offering limited
selections of imported spirits. Supermarkets and hypermarkets do not usually dedicate
significant store space for inported spirits, but could increase their market share if the industry
shifts towards mid-price-point products targeting middle class and affluent consumers. Lifestyle
and boutique retailers for food and beverages can stock selections of mtd high-end sgrits that
may not be available via other retail channels. These stores can help build brand awareness and
act as an entry point for new brands, however the consumer base and volume of sales will be
limited.

High-end hotels and restaurants had traditionaly stocked selections of imported spirits to cater
for large banquets. Due to the restructuring of the sector in response to austerity measures this
channel may experience slower growth and loss of market share for sales. At the same time, there

BO* ADAT 80 7ETA -AQBEO ¢l QEROAAOUOgmpt AOAEI AAT A AdOq
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Wine%20Annual_Tokyo%20ATO Japan 2
26-2014.pdf.
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has been gowth in the Izakayaphenomenon in Japan, where it is common for patrons to come
after work and pay high premiums for spirits accompanied by small snacks. Ligueurs such as
Cointreau and Bols are among spirits that are particularly successful in these establishments, as
theyaOA OACAOAAA AO OAQO®VEAT OEA6 AT AEOAEI AAOAOS
Online retail is a growing sector within Japan, and although there may be challenges for the
regulation of B2B platforms, its growth potential should not be ignored for those wishing to reach
more tech savvy conamers and expand their geographical coverage.

The traditional target market for imported spirits has been middleaged to senior male
businessmen who would consume spirits as part of banquets or in other social settings. Spirits
with high price tags and easily recognisable brands would be gifted and consumed to give face to
both the recipient and the benefactor in order to improve interpersonal and professional
relationships. Spirits are increasingly popular with men and women who find theéaste of beer
and other alcoholic beverages unpalatable; consumption of cocktails with spirit bases is
increasingly prevalent in Japan. The per capita average rate of annual alcohol consumption is 10.4
litres for men and 4.2 for woments2

Whereas whiskies awl brandies tend to attract higher price consumers, 70 per cent of gins,
vodkas and rums are distributed to bars and nightclubs to be used in the making of cocktails.
Younger consumers who purchase spirits in bars, clubs, and karaoke clubs are an important
demographic for low to mid-price-point spirits. These consumers will also seek out recognised
brands however they are unlikely to purchase premium or ultrgoremium offerings as
consumption in these social settings are less formal and focus less on giviragd than in a
business context. Domestic producers have also increasingly targeted younger consumers with
new product offerings and brand positioning?33

Female consumers, although not a significant segment of the spirits market, are acting as a growth
driver for some imported spirits. Despitesmall consumption shares for most spirits, many of
which are associated withbeing a male drink, imported spirits are seerby women to be more
socially acceptable and consumption by young professional women has risenr@tent years.
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Spirits do not face specific market access restrictions in Japan, though market access is restricted
for certain food additivesi34 For example, alcohol imports have been rejected from Japan on
occasion for containirg copper sulfates, sorbic acids, and other prohibited additiveg: As such,
market access is available for all exporters who have completed and submitted the required
forms and comply with the requirements of Japanese import procedures and relevant standad

The customs procedures for the import of spirits are relatively straightforward and effective
collaboration with importers and Japanese authorities can ensure the timely clearance of goods
for the market.

Documentation required for importing spirits into Japan includes:

A Reporting requirements on cargo (i.e. advance information on maritime container cargo,
inward declaration for aircraft, inward declaration for vessels, manifest for aircratft,
manifest for vessels, and permit to discharge maritime cargo);

Customs import declaration;

Commercial invoice;

Bill of lading or air wayhbill;

Packaging list (if deemed necessary);

Freight accounts (if deemed necessary);

Insurance certificate (if deemed necesxy);

Detailed statement on reductions of or exemption from customs duty and excise tax (if
applicable);

Proof of payment of customs duties (in case of dutiable goods);

And a nonpreferential proof of origin.
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Specific required documents related to thémport of spirits include:

Licence to sell alcoholic beverages (under the Liquor Tax Law);
Authorisation of Foreign Foodstuffs Manufacturers;

Import Notification for Food and Food Products; and

Certificate of Analysis.

D D D

These documents and data required focustoms clearance may be submitted prior to arrival to

facilitate and shorten the procedures. The person responsible for import declarations is the
importer, who may appoint a customs brokerz who must be duly registered as an import

management entity with the Japanese customs authorities.

In line with obligations under the Convention on the International Trade of Endangered Species
of Wild Fauna and Flora certain spirits that contain plants of endangered species face additional
import requirements.

134 The full list of approved food additives as of the date of publication can be fouhére. o
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More information on procedures and formalities for the import of spirits: here.

SPS measures governing the import airits are in line with international standards. However,
the Japanese list of accepted food additives is not in line with the applicable international
standards.

Spirits are subject to labelling requirements under Japanese national standards and incorrectly
labelled products may not be eld, displayed with intent to sell or used for any other commercial
purposes. The requirements for labelling are set out under the Food and Sanitation Act, the
Measurement Law, the Law Concerning Liquor Business Association and Measures for Securing
Revente from Tax and the Act against Unjustifiable Premiums and Misleading Representation. All
spirits labels must include information in Japanese on:

Product name;

List of food additives used;

Alcohol content expressed in volume;

Information whether the beverage is effervescent;

Name and address of the importer and distributor;

Warning statement that the beverage is not to be consumed by minors; and
Reference to origin and quality standards.

D DD D D D

Requirements can vary depending upon point of entry and national standds are subject to
change, exporters should work closely with importers with relevant expertise prior to making
shipments to ensure that the most recent standards are complied with.

As Spirits are a high value commodity, ancdbasumer awareness of how to spot low grade or fake
products can be low, counterfeit products can pose an issue for brand owners. Registering all
trademarks including logos bottle designs and labels is a must. Careful monitoring of your supply
chain, marke surveillance, and cooperation with the relevant Japanese authorities can minimise
the risk of infringement of intellectual property and allow for timely measures to be taken if this
does occur.

Spirits enjoy protection as granted in accordance with the RIPS agreement and under Japanese
national legislation. The Law Concerning Liquor Business Associations and Measures for Securing
Revenue from Liquor Tax protects the Gl for alcoholic beverages. Additionally, a trademark
consisting of the place name and #gnname of the product can be registered under the Trademark
Act.

These systems allow a producer to convey the uniqueness of a certain regional product by
distinguishing them from products originating in other geographic regions. In case of
infringement and counterfeit, the holder of the trademark can demand injunctionred demand
the person to take measures for the prevention of infringement.


http://madb.europa.eu/madb/datasetPreviewIFpubli.htm?datasettype=prod
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Beer has been present in Japan with largecale local production for
over a hundred years. Domestic producers of typically light, pilsner
style lagerscollectively hold more than 90 per cent of market share by
volume. This dominance means that export potential for EU producers
is most auspicious for craft, artisanal and other premium original
beers.

Beer consumption is relatively widespread in Japan, d&lbugh drinking habits and consumer
sensitivities are different from those in Europe. Domestic domination of the lovprice-point
market, relative lack of competition and the legacy of a ban on brewers thdid not meet a
minimum production threshold all mean that the successful positioning of new brands will focus
on capitalising on growing niche markets, rather than mainstream consumption.

The beer industry in Japan is characterised by large volume but low product diversity anahit
value for domestic macro brewers. Profit margins are lower for beer than other types of alcohol,
particularly spirits, as there is less markup potential. Consumers are willing to pay high prices
for the cachet associated with higkend spirits, wheremargins are considerably higher, but many
consumers do not attach the same status to beer.

The four largest producers by volume in Japan are Asahi, Kirin, Suntory and Sappeweho held

a combined 91.0 per cent market share in 2014. While production by ¢se breweries has
historically been relatively homogenous, they increasingly include new, diversified products and
foreign beers produced on licence, such as Carlsbeiguntory) and Peroni/Grolsch (Asahj.136

Although the size of the Japanese beer market hasen in decline, it was nonetheless the largest
category of alcoholic beverage consumption by sales value in 2014; the value of the beer market
exceeded that of the next largest, spirits, by nearly 100 per cent. By volume, two out of every three
alcoholicdrinks consumed in Japan during 2014 were beers?

Whereas domestic production volumes decreased nearly 12 per cent between 2008 and 2013,

import volumes increase more than 20 per cent over the same reference period. Of the ten largest
beer exporters by vdume to Japan in 2013, five were EU producers (Belgium, Germany, Ireland,

UK and Netherlands). These figures are likely to be understated, as they exclude beers produced
on licence or in Japan or third countries that then distribute to Japan.
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