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SECTION I: Market Summa ry
A, Overall Market Summary

The Japanese food processing industry produces a wide variety of foods, (rom tradiional Japanese foods
such a8 wlu and natto, 1o health foods for infanis and the elderly. Japanese food producers locus on
maintaining market share with raditional product lines while developing creative products 1o aitract
consumers who are always on the lookout for new and innovative foods. As o resull, Japanese food
manufsciunng b5 charsctere ad by high rates of product urnover,

According to official Japanese statistics, the Japanese food processing industry produced 5216.1 billion
in food and beverage products in 2006, Sales are edimaied 1o have increased i 5218 hillion in 2007,
Close o three-quariers of that total, or 5160 hillion, were manufaciured by the 91 largest food and
beverage Companies (g% per Shokuhin Sangyo Shinbun Website
http s/ wwew, ssmip, oo, py new sy distributlon/2017/11/2017-112 2-1616-14.htrd ). The largest food
processing companies are traditional breweries who have expanded their porifolio o include foods,
distilled spirits, heath foods, etc... Many of those groups (Kirin Holdings, Asahi Group Holdings,
Suntory Lid., and Sapporo Holdings) are also competing throughout Asia, Europe and the United Suses.
In addition, a number of companies that emerged from the dairy industry are also among the sector’s top
15 companies (e.g. Meiji Holdings. Morinaga Indusiry Co, Lid. and Megmilk Snow Brand Co., Lid.).
Oiher leading food processors include Nippon Ham Foods. Lid. (meats), Ajmomaolo Co., Lid. (food and
amino acids), Yamaeaki Baking Co., Lid. (breads), Iio Ham Yonek ya Holdings (meats) are also in the

top 15.

Processed food products thal are increasing in popularity include yogun, mest, soups, and ramen.
Popular beverage ilems include tea, vegetable juice, digilled spirits, and energy drinks. Frosen foods
consumption has grown as well due 1o convenience and recent quality improvements. As more people
seek single size portions or don’t have time to cook every menl, convenience is a keyword for product
developers,

Market entry takes time in Japan, especially for ingredients, Manufaciures are often searching for
specific ingredients bul are unwilling o disclose new product development plans, and may be relucian
o candidly discuss product sourcing needs. The difficully for ULS, ingredient suppliers is buikding
relations with potential manufaciures so that when they nead your products they will s2ek vou oul. That
is extremely difficult if you do nod have product and representalion in-country. It s also essential w
have built relations with imporiers to avoid scrambling 1o find an imporier when you need one.

The yearly average exchange rate in 2016 was 109.84 yen per US dollar, up from the 2015 average of
122.05 yen. The Japanese economy is gradually recovering, so the Japanese food processing industry is
believed w have continued expanding through the end of 20017,

Note: Because of the Nuctuating éxchange rate much of the dsa in this repon is in Japanese Yen. The



following table of average annual exc hange mte is provided for the readers” reference:
Figure 1: Yearly Average Exchange rate, Yen/USD

Yearky average a4 Xs X6

IPfperBD | 10685 | 12208 | 10984

Source: huip:/ fowrc-kaw asesouba. jivix fvear_average php

According 1o rade stmistics, the Japanese food processing indusry pmduced a value of $216.1 billion
food and beverage products in 20016 and production is estimaled 10 have increased 1o 5218 billion in
2007. On a sector-by-secior basis, 2016 sales of health foods saw an increase of 5% thal continued
through 2007. Processed meats and frozen foods are believed o have increased approximately 1% in
2017. On the other hand, sales of alcoholic beverages and canned & botthed foods are estimated to have
fallen 1% in 2017,

Figure 2: Sales Value of the Japanese Food Processing Industry 20015-2017




Figure 3: Japan Food Processing Industry 2016
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B. Domestic Companies

The Japanese food processing indusiry is dominated by 15 major companies of which Kirin Holdings
Co., Lid is the largest. Appendiv A provides a table of the wp 15 Japanese food processing companies
with their net sales, production locations, procurement channels, and tele phone and website informat ion.

Together, these fifleén companies are responsible for almos 605 of food processing sales.

C. Key Market Drivers

Key markel dnivers for the fond procesing secior include:
& A declining population,

® A dow économic environment, causing processors io seek oul lower-cosl food inputs and
international processing oplions (o maintain competitive prices, However, a weak Japanese yen

has recently causad a shbowdown in import growih.
& Continued diversiflication of the Japanese diel,

®  Incressing emphasis on convenience, ready-to-gal fonds due 1o changes in the Japanese family

structure, and more women eniering the work force,




- Ht-i.ghlcund consumer and retaler food safety concems.

& Incressing imterest in health and functional foods with an emphasis on the needs of the gmowing

senior population.

. US. Inval vement in the Industry

The U.5. is Japan's number one agriculural mading partner. Although imports from the U.S. have been

decreasing recenily, the Uniled Staies is siill known a5 a reliable exporier that provides safe and high

quality foods.
Figure 4: r Fomd Ex [ {1} in 2016
i United Rates Dollars % Sham £
Ranking Craetiy (Bl rs) Change
14 2015 16 014 015 2016 FITET
il
W " e ! w000 | 10000 | 10000 FET
1 United States 144 126 118 631 2% 07 1198 - 6.63
2 China 1.2 63 6.2 1295 12 88 1274 -3.41
3 Australia 9 i1 17 710 743 7.64 0,349
4 Tha iland LR a7 1.6 (30 7.33 7.40 - 1Ak
1 Carads 3R 33 3.3 68l f.60 .64 -31)
[ Bz 8 27 2.7 497 %45 542 115
7 Prance 1.7 14 1.3 198 287 .02 am
8 Mew 2ealsrd 14 1.3 1.3 2 55 3 56 2, 268
8 Ird ores 1.3 11 L1 238 333 230 0.9%
10 Phiip pines 11 Lo L. | 98 2 212 104
Source: Crlobal Trade Atlas: AN Compendities
Fi E: Japan Import Statistics from United States 2016
| B Descrigtion | United States Dollars (Milkors) | % Change |




2014 015 2016 W15-16
Cereals 4,677 | 3817 | 3228 -15.43
Meat 3,115 2,589 2 857 99
Mize. Grain, Seed 1834 1,798 1.59% -11.12
Edible Fruit and Nuts 977 892 W5 -£.79
Tobacoo 611 606 6l 0.79
Preserved Foods 635 596 376 -1.35
By products 719 500 46 -10.87
Bover ges 424 430 414 -3.87
Prepared Or Preserved Meaat, Meat Offal & Blood Nesol 466 372 337 -9.58
Miscellaneous Food o1 285 il4 9.94
| Vegetables 238 216 243 12.56
Dairy, Eggs, Honey 363 254 195 -23.29
Bakery Products 171 143 105 -26.34
SUgars 107 82 68 16,27
Essent Oils Resinoid; Ext Oleo Terpen By-Prods Etc... (1] 57 67 16.88

Source; Global Trade Atlas, Japan Import Suatistics, All AG Simipli fied. { Figures Rounded)
E. Analysis
Some important (actors affecting food ex ports 1o Japan are:

1. Due o the sieady recovery of the Japanese yen. imported foods were less expensive in
2016 versus 2015.

2. The extreme weather conditions in Japan led 1o increased impons of more vegetables
than the pre vious year.

Due w three Lyphoons crossing JTapan™s agriculural prefecture, Hokkaido, in Augua 20016, vegetable
crops were dev asiated, Japan imported higher amounis of vegetables from the U5, that vear, Also,
meats, miscellaneous fond, and essential oils saw healthy increases in 20016 compared 1o ihe previous

vear, vermll, due (o the gradual recovery of the Japanese ven exchange rale, Japan imporied many food
ingredients from ULS, exporters,

F. Key Advantages & Challenges Tor U5, Food Producis

In addition 1o the ULS, being the largest food exporter io Japan, Japanese consumers are familiar with
ingredients from the U5, such a5 meats, dried fruits, nuis, eic... Producis from the US, are also
recognized for their high quality, cultural influence, and health conscious aspects Some of the key
sdvantages and challenges for US. Tood products are:

Advantages Challenges




The U.S. has a reputation as a reliable supplier of | Consumers perceive Japanese food production
food inputs in terms of availability and delivery. as safer than overseas production, including the

uUs.
Manufaciurers in the United Siates produce many Getling detailed information (o the mosi
specialty food products that are attractive o appropriate purchaser in some companies can
Japanese consumers. be diffscult in Japan.

Many Jlnpaneseé consumers love American culiure Genting your produect information o the
and culgine, consumér is a challenge.

G Industry Developments

The wrmover rate of food products in Japan is high. Manulacturers need to constantly introduce new
products, tastes, pac kaging and ideas. A good example of this recently is the popularity of ‘maceha,’ or
Japanese green tea Mavor. Manufacwrers in Japan have been adding maccha o chocolates, cookies,
crackers, colfees, etc... In sddition w0 new Mavors, packaging for these products also gets a lifl, with
bright green fonts and decomtions. Strawberry Mavor is alko popular, a8 are hot and spicy Mavors
(especially sdded w ramen and chips). Japanese manufscturers are always ready o change wste, lexture,
pac kaging or product names o caich the afention of Japan's finicky and demanding customer base and
keep their brands fresh in the eyes of cusiomers

The year 2006 saw an increase in sales of sofi drinks, juices, and watler, However, the sales of other
categories showed either dight increases or remained M compared o the previous vear, Thus, many
companies launched new bramnds as well as upscale versions of their original products in order 1o
slimulaie consumplion.

Here are few examples of these new brands products:

- In the summer of 2017, the sales of Navored energy drink called Maich produced by Owsuka
Shokuhin incressed. The carbonated acid and sweet laste was popular especially among
Japanese teenagers. Match is a Vitamin C supplement drink. Recently, Match can be seen in
many Lzakaya, or Japanese tlaverns, as well, where it 15 mixed with spirits and has become a
populardrink for adubis.

Also in the summer of 2017, Fujiya produced new versions of a
confectionery product called Natsuno Country Maamu, or *Sum mer’s
Country Mom”, This product is sold only in the sununer, and is consumed
refri gerated or frosen (o beat the summer heat, It comes in two flavors,
and salty vanilla, which provide a cool lavor sensation. Country Mom

- o
cookies have been loved for vears by all generaions, m H"-rq

imini



Taberu Masuku, or “Eating Mask™, by Morinaga Milk Industry Co., Ltd. is popular
among women in 2017, Many Japanese wear surgical masks o protect against cold
viruses, This product also helps o prolect against colds, The effective ingredient is
Shield Lactic Acid which is claimed to increase the body’s immunity and protect the
body “like a mask.” Three pills deliver 1 billion Lactic Acid bacteria to the body. This
prosduct has become popular as & confectionery and health-supplement.

HIEL

Another product from Morinaga Milk Indusiry Co., Lid. is called
Philadelphia Zeitaku San-Sou Jitate no Creamy Cheese, or
“Philadel phia Luxury Three-Layered Creamy Cheese.™ It is sliced
cream cheese which is sandwiched between two cheddar cheeses.
Recently, more people are using SNS, so “photogenic” loods are
important for those who upload their photos. According o Morinaga
Industry, the sales of this product dramatically incressed thanks o
polarity among SNS users, due 1o its thickness and beautiful layout.

“Chiki Chiki Bone™ produced by Nippon Ham is a frozen spicy chicken on
the bone, and it has remad ned unchan ged for 30 vears. The prisduct geis
attention especially from house wives, because il i convenient when they
make lunch boxes for their children. In additgon (o the nomal spicy Lasie,
MNippon Ham produced three more up-scaled versions last vear: mayonnase
Mavor, kemon Mavor, and a boneless version.

Coca-Cola Japan was seélling an [lohas water product featuring a famous strawherry : ama
called Amaou only in the Kyvushu region, in western Japan. Due 1o its popularity, it is
now sold nationally. Amaou is a famous and delicious strawberry varety in Japan. The

340ml smiall -si sed botile is easy 1o drink, and it is considered a prototypical Gohoubi e
Showhi, or everyday lusury product (see Seéction I1I), -~
1
e, il B s

Missin launched a new product in Manch 2017 callad “Cup Noodle
Bukkomi Meshi”, Bukkomi means mixing together, and Meshi means
rice, Consumers can enjoy rice, soup, and cup noodle at the same ime,
The slogan for this product is “Guil ty, but delicious™. The sales of this
product are espected o increase in 2008 as well.




SECTHOMN 5 " larketl Structure & Enitry

L E = .*.a....
The ].||l-|||-:'-.-:' mareed siruciure and disiribution svsiem is difverent from the U5, The following

illustration is a baosic Sawchan showing how imported produs s seuld enter and move through the
traditional Japanese distribution sysiem:

Figure 6: Food Ingredient Distribution Flow Chart

Your product will most likely be handled by a
1. General trading company
2. First-line wholesaler
3. Second-line wholealer
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Tradmg companees play the ollowing services:
1. Imipsorl processing
2. Financing

3. Cusioms clearance



4. Warehousing
5. Preparer of ordeér and shipping documentation

In the past, trading companies would normally sell 1o first-line wholesalers, who would then sell product
o secondary disiributors, This patiern has changed in the past decade as companies seek (o reduce
logistical costs. Large food processors and retailers are now purchasing sizeable quantities of product
directly foom rsding oom panie s

In some cases, major HRI and retail outlets are directly importing items the mselves if the size of the
transaction makes it cost effective (as displayed in the graph above).

HRI importers are often large family chain restaurants, kaiten (conveyer belt) sushi restauranis, and
regional restaurants. Ofientimes, the imponer or trading company neads o also add value through
special processing or packaging. These transactions circumvent the usual second-ling wholesalers and
distributors, but in these wugh economic times wholesalers and trading companies realize traditions
need o be circumvented.

A. Market Entry

It can be dif ficult 1o enter the Japanese market. There ane many [actors w consider, such as sirict
regulations on some ingredients and additi ves, demands for consistency and high quality, and the
amount of information that buyers will ask for before making a décision o import. Despite this,
the Japansse market has enormous potential. With Japan's changng demogra phics, demand is
shifting and new opportunities are constantly presenting the mselves

Strategies for entering the Japanese mark el will vary depending on product characieristics,
competition, and the market environment, However, Japan is a very compelitive markel. Buyers
im the o] amd beverage indusiry are inundated with meeting requesis and often do not respond
o requesis for meetings with companies that they do not know, Insiead, ihey prefer io find new
products at large trade shows, or specially targeted trade showcases, where they can look at
muany products at once. Therélore, the best way Lo learn aboul the market while gﬂling iLhe
chance 1o wlk w potential business pariners is o panicipate in a rade show.

The largest food related trade show in Japan is FOODEX Japan, which takes place every March.
Depending on your trget market, other smaller rade shows can also be useful, such as the
Supermarket Trade Show, International Food Ingredients and Additves Exhibition, Patissene
and Bakery Show, the Tokyo International Gift Show, Health Food Exhibition, etc.

USDA works very closely with Siate Begional Trade Groups (SETGs) in the United Staes,
which have been established o help agriculiural e xporiers, offer expont counseling o food andd
beverage companies and bring delegations o irade shows {ofien helping defer the cosis of
exhibiting). SRTGs include:



The Southern US Trade Association (SUSTA), hitpoliw ww susla org
Sumes AL, AR, FL, GA, KY, LA, MD, MS, NC, OK, PR, 5C, TE, TX, VA, WV

Western US Agriculural Trade Association (WUSATA): huips o ww w wussa org/
Sues: AL, AZ CA CO, HL ID, MT. NV, MM, OR. UT, WY

FOODEXPORT Norheast: (215) 829-9111; info@ foodexport org: hups: i'www.foode spor.org/
Staes: DE. NY, VT, CT. MA, ME, RI, NH. MJ, PA

FOODEXPORT Midwest, (312) 334-9200); infoi@ foodexpor . org: hiips: fiw w w. foode s port.org
States: T, IN, K5, MN, MO, NE, [A, MI, NI, OH, 5D, W1

The Agriculluml Trade Office 15 also available for consuliations about the potential for your
product in the market. For further guidance and a more detailed outling of the variety ol
resources available 1o U.S. exporiers, please refer 1o Appendic B.

SECTION IH: Sector Trends and Products with Good Sales Potential

A. Consumer Trends
Al the consumer level, a number of trends are driving product development and marketing. Among the
mast significant:

I. Brauty & Anti-Aging

Products that offer beauty or anti-aging benefits have always been popular in the Japanese market,
Research has shown that over 80% of Japanese women are aware of the term “anti-aging”, and it is a
kevword that attracts many female Japanese consumers,

Japanese green tea (maccha), has always been known as a beverage conlaining ingredients o make skin
beautiful. Maccha contains the entire leal, ground 1o powder. Consumers can get Vitamins C, E and A.
The combination of Viamin C and caechin is believed 1o suppress formation of melanin. Through
mass media and SNS, these beverages and foods have gained remendous popularity.

Another very popular example is gummy candy that has added collagen 1o improve skin health. Through
mass media and SNS, these foods have gained tremendous popularity. Food manufacrers in Japan are
always looking for the next anti-aging breakthrough ingredients o introduce in their products, so
exporters with new ingredients with beauty relsted benefits that can wp into this demand and do very
well in this market. i is especially helpful if you can ofTer something that is not yeét widely available in
Japan.

2. Health & Funetional Foods

Like anti-aging and beauty-relaied food ilems, foods with other healith benefits are also highly prizced in
Japan. A recent study showed that over 7T0% of Japanese people feel the need o live a healthy lifesiyle,
and over W% of Japanese women have ex perience dieting. A healthy diet is an extremely valued
concepd in Japan, and many people aim o mainiain a healthy diet by excluding instant foods or adding



fonsds with special prope nies,

Functional foods have gained popularity from all generations in Japan, The official definition of
functional foods (FOSHLT) and drinks in Japan is “food which is expected to have a specified effect on
health due to the elevant constiments or food from which allergens have been removed.” Functional
ingredients such as dietary fiber, oligosaccharides, non-calorie sweeteners, calkeium, iron, mineral
absorption promaoters, beta-carolene, chitosan, specified soy protein, collagen, polyphenols, lactic acid
bacteria cultures, soy isoflavones, and germinated brown rice (GABA) have been included in functional
foods marketed in Japan.

Examples of functional foods include yogun or chocolate with lactic acid bacteria 1o help digestion and
blueberry smoothies with lutein, which is shown o improve ¢ ye health. The major distribution line for
these functional food products is through supermarkets and convenience stores.

3. “Coanhionihi Shonahi™

According 1o research conducted by the Japanese Cabinet Office, approximately 70% of the Japan ese
classify themseves as "middle class,” Despite years of defllationary pressure and low income growth,
there is a concept of enjoyingsmall luxuries that is popular in Japan, This idea is called ** Gehouls
Shewh™ (Reward Consumption).

“Crebruli Shouwhi™ refers 1o a consumer behavior in which individuals trest and reward themselves by
purchasing pricier versions of everwlay products. For example, approximaiely 38% of Japanese women
spend their extra money on dessen and confectionary producis. Many convenience stores have launchead
up-scale and premium versions of products in their confectionary lines for those who are willing 1o
spend a little extra money on better quality producs,

“Puchi Zeitku™ (Miniluwxury), “Otonano™ (Adult or U pgraded) are other keywords that refer 1o this
concepl. Many products such as imited-time special Mavor products and crafl beers are sold at slightly
higher prices than normal products for the Gohoubi Showhi market.

4. Increasing Participation of Women In the Labor Force

Japanese women have always had a grest deal of responsibility for daily purchases for both themselves
and their families. More women are entering the Japanese work force woday, sccording o & survey by
Minis.tr:,.- of Health, Labor and Welfare. For example, in 2006, 4 10,000 womeén éntéréd the work force,
bringing the total number of working women to 28 million, By comparison, the number of working men
increased by only 90,000 (to 37 million). Marketers are targeting women in general and also the working
women. (hitpdiwww mhlw.go jpbunya’hoyvoukiniou/joseiitsujoll 6. huml)

Many confectionery companies have launched products that wrget working women. For example, in
convenience siores in Japan you can find a variety of mini-sized candy, snacks, and chocolaies tha
targel working women who wani a sweel snack with their coffee or lunch.

5. Growth of Conventence Foods

Along with the increase in the number of working women and the long hours worked in Japan, there has
been an increase in demand for convenience foods as a replacement for meals made from scratch an
home. The bed example is the rapid expansion ol convenience (Lonbini) siore chains over the past
decades. These outlets offer a large varietly of preépared meals. Examples of prepared meals are



traditional bento lunch boxes, onigin (rice balls), pasia dishes, sandwiches, salads, baked goods, and
desseris. Ingredienis such as low-cost processed vegetables for bento lunches or ingredients in snsck
foods such as croqueties, fried polaoes, and meat patties, are in high demand,

As the number of househokds with iwo working parenis has increased, so has the demand for easy-io-
prepare meals. Another factor is that young Japanese are marrying later, so single people tend to choose
easy-lo-prepare single-portion meals. Packed sauces, meals in-a-box, instant meals, and other
convenient oplions are growing in popularity and will most likely continue o grow.

6. Demography issues in Japan

Japan is undergning a major demographic change. Due 1o low fertility rates. the percentage of voung
people has been shrinking since the 1980°s. The population of Japanese aged 60 and over has been
growing, and now accounts for approximately 44% of the wtal population. By the end of this decade,
there will be three pensioners for every child under 15. This significant change has impacted consumer
demands.

One impact has been o intensify the alread y strong demand for healthy and functional food products,
Many domestic lirms in Japan have begun the process of creating product lines that targel the physical
and dietary needs of elderly people. These include high -nuirse nt food produects, anti-aging foods, and
pureed foods which elderly people can eat with ease (often referred to in this market as “care food™ or
“uni versal design™.) Some com panies ¢ laim that products in the market need improvements in aneas of
taste, iexiure, and price. Thus, mising the quality and lowering the price of these products is the cursent
challenge for food producers.

B. Producer Trends

Producer trends can be evaluated at the large trade shows in Japan. One of the largest food trade shows
in Japan is called FOODEX (see Appendiv & Entry Stmiegy: part 3 ). where food producers have an
opportunity 1o & xhibit their products and connact with customers. FOODEX lasts four days and usually
attracts more than 80,000 rade-only visitors including food service, iraders & wholesalers,
manufscturers, and retailers. FOODEX organizers also provide data on the types of products most
sought oul by visbors,

FOODEX Japan 2017 featured a wide variety of exhibitors including:

Exhibits Ranking / Number of Com ics Hepresenting:

Pruluct Type ol
1 Alcoholic Beverages 405
2 I omfectionanes, S-Etﬂs &Cn_nfrctim_u}' lngrdirm; 156
3 Organic / Functional Food & Drinks 353
I Fresh Foods | Processed Foods) 2
5 Frowxen Foods 2
3 Dried Foods & Legumes (Beans) 343
T Canned Products, Bodtled Fn;tllr..'u & .-\iri:ujruml Preserved Foods ME
B Beveruges 183
9 Coffee & Tea 170




1o Seasonings & Condiments 161
11 Cooking Oils & Fats 153
12 Rice, Noodles & Flour 134
13 Savces & Dressings 132
14 Special -Occasion, Centified & Pofessional-Use Foods 67
15 Dairy Products & Eges o)
The Maost Sought Aler lems According (o Buyers Were:
1 Snacks f Dessenis 14.2%
2 Vegetubles / Fruits 1. 1%
3 Coffee f Tea/ Drink ingredients 9.9%
4 Alcobal ic beverages B4%
5 Livestock / Processed meats B.1%
1] Bread / Moodles / Pasta B.0%
7 Seasoning / Spices / Raw Materials / Ingradient s 7.6%
] Manipe producs [ Pocsssed producis 1.1%
9 Sottdrinks [ W aler 5. 1%
10 Functicnal fonds f Health foods 5 T%
11 ~ Girains 5%
12 a Dhairy / Ege pmducts 19%
13 Environmentally -consciows foods | Organic foods 2.8%
14 Orther / Food -re lated product s /£ Informatson 26%
15 Hl.rf M LO%

Source: FoodEX Japan 2017 (hitp:fwww_ma.or jpfooded index himl )
The number of Japanese exhibitors were 1,303 and 1.979 exhibitors were from overseas in 2007.
C. Products Not Present Due to Significant Barriers

L. liems Containing Prohibited Ingredients or Ingredients in Excess of Allowable Limits
Because of the strict Japanese regulations on food additives: Some US. food products containing
prohibited additives or residues/additives in excess of allowable limits cannot emer Japan. US.
exportérs who are inleresied in Japanese products should check their product compliance as a first siep.
Please contact ATO Japan sl alookyo® [as.usda gov
For more information on food additives, please refer o JETRO's Specifications and Standards for
Foods, Food Additives, etc. Under the Food Sanitation Act (2010)

M ww w el i g0, r ulation I Fiososle 2000 1 1 2 el

2. High Tanll Rate or Quots Restricted liems

A variely of dairy producis such as buiter, edible non-fal dry milk, whey products, cheese, vogur, and
other dairy products are subject o lariffs under a tari T-rate quota, Likewise, sugar and rice face very
difficuli access requirements when imporied to Japan. I1is wise (o check the tarifT rales as well as quola
restrictions for your product classifcation. Cuotas stll existon some items such as dry beans. The latest
Japan Customs tarifT schedules are available in English at the following websiie:

3. Quarantine Restricted hems
Numerous [resh produce products are prevented from éntéring Japan due o the Japanese plant



quarantine regulations. For example, U.5. fresh potatoes are limited by a strict protocol. ULS. apples can
be imported bt must meet sirict phytosanitary standands,

You can check whether or nol vour products are allowed by contacting the USDA Animal and Plant
Health Inspection Service office in Tokvo at (01 1-81-33 3224-5111 or emailing the USDA Agriculiural
Trade Office (ATO) at alotokyo® fas usda gov

MNote: I is recommended tha U5, exporters veril'y relevant imporn requirements with their foreign
customers, who normally have the most updated information on local requirements, prior o expaort
Final impon approval of any product is subject o the importing couniry’s rules and regulations as
interpreted by border officials o the time of product entry.

SECTION IV: Post Contact & Further Information
For additional assistance, please contact us, either the US. ATO in Tok yo or Osaka at the following
anlilre ss:

ATO Tokyo

U.S. Embussy

1-10-5, Akasaka, Minawo-ku, Tokyo 107-8420
Tel: £1-3-3224.5115 Fax: B1-3-1582-6420
E-mail address: giotokyo @ fas. usda gov

ATO Osaka

American Consulate General

2-11-5, Nishi Tenma, Kita-ku, Osaka City, Osaka 530-8543

Tel: 81-6-6315-50 Fax: 81-6-6315-5906

E-mail address: goosaka® fis usdagov

You can also find more information about the USDA ofTices in Japan by visiting our website al

hupalf ww w usdajapan.org’. hiped wwwus-atogp, hipsdiwwwausdagapan.ong, hicpa www . my food. jp, or
following us on (witer al @ USDAJapan.



SECTION V:
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Appendix B. Entrance Strategy
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Before considening exporting, please consider the following faciors:




a. Il your company has the production capacity to commit 1o the market.

b. [If your company has the financial and non-financial (stafl, tme, ¢ic.) resources o
sctively suppon your exported product(s).

¢. If your company has the ability 1o tailor your product’s pac kaging and ingredients 1o meet
foreign impon regulations, food safety standards, and culural preferences.

d.  IF your company has the necessary knowledge 1o ship overseas such as being able
identify and select intemational freight forwarders, manage climate controls, and navigate

export payment mechanisms, such as letiers of credit,

2. Determine whether your product is permissible by Japanese food regulations. Strict Japane s
regulalions can prevent many agriculiural products from entering Japan,

a. Read the Exporier Guide and the Food and Agriculiural Expon Regulations Re port,

published by our office and available at:
bt e gain. fas.usda.gov/Lists/Advanced % 208e arch/ Al llie ms.aspa and selecting “Japan™

and “Exporter Assistance™

b. For plant or animal health information, contact your local APHIS office at:
hitpaffww w aphis_ usda govianimal health/area of fices/

¢. If the product contains meal or meal products, please refer 1o the Food Safety Inspection

Service Expon Library: hup.fww w (5is usda gov/ wps/portall (6 s'iopics/inie rnati onal-
allairs/exporting-product s

d. Review Jlapanese food regulations to determine if your product(s) comply with or need 1o
be aliered 1o it local laws regarding additves, residue levels, and processing procedures.
Also understand regulations in terms of weight, size, and labeling. JETRO"s Handbook
for Agriculiural and Fishery Products Impon Begulstions is a helpful tool;

— . _ regulations/pdliagri2009%.pdf
3. Perform Some Basic Market Research:

a.  Determine the speciflic area of (he market vour product is argeting:

e e I i, PO i ing-%

b. Determine whether there is demand for yvour prosduct by searching onling websites,
speaking with other companies that have experience in Japan, visiting the makel o



conduct market tours, or attending a trade show in Japan.

¢ Determine whether your product is price competitive versus Japanese and other
producers, keeping in mind transpodastion and modification costs, Detenmine the
comparat ive advantage of your products. Potential customers need 1o be convinced of the
merit of using your products: Such as price savings, higher quality, higher value or mone
convenienl packaging. Most packaging or labeling will have o be changed for the
Japanese market, as American packaging is usually o large.

d. The ATOs in Tokyo and Osaka can assist with market research and developing marketing
stralegies.

You should alse contact your local Stae Regional Trade Group, which works closely with
USDA o help foadd and agriculiural companies advance iheir exporting goals:

Southern US Trade Association (SUSTA) (504) 568-5986: hilpa/ www susia org/
Siaes AL, AR, FL. GA, KY. LAMD, M5 NC, OK. PR, 5C. TE, TX. VA, WV

Western US Agriculiural Trade Association (WUSATA); (3600693-3373 « 314;
huips: fw wow, wusita org/
Sumes: AL, A, CA, CO, HL ID, MT. NV, NM, OR. UT, WY

FOODEXPORT Northeast: (215) 829-9111; info@ foodeyport org: hips: fww w. loode xpor.org/
Sumes: DE, NY, VT, CT, MA, ME, RI, NH, NJ, PA

FOODEXPORT Midwest, (312) 334-9200; info@ foodexport.org; hitps.iwww.foode xporiorg
Sumes: IL, IN, K5, MN, MO, NE, IA, MI, ND, O, 5D, W1

Develop an Expont Action Plan:

Onee you have collected the general market, products, and regulatory information, begin the
process of creating an éxport action plan. This will be instrumental in helping distributors and
buyers see your viston. Keep in mind that many portions of this plan will change after personal
interaction with the market or a5 more information is gathered.

This action plan shoulkd include:

s Your slory



» Objective

= Cioals and benchmarks, shon-term and long-térm
# Prosduct

o Market

o Product packaging and handling

» Product modifications, if applicable

# Financial resources o be committed

& Mon-fmanc ial resources o be committad
o Additional linancing

= Potential imporiers and buyers

# Schadule

» Marketing plan

# Evaluation

sLiterature in Japanese

5 Gelto Enow the Market Personally:

Onece you have determined thal exporting your product (o Japan is feasible and vou have

deve loped a basic stralegy, either visit Japan (o explore opportunities lirst-hand or find a
representative Lo do so. When appointing agents, be sure vour partner has a good reputstion and
rack recond in the market.

This face-to-face inléraction is very imponant in business because in Japan personal
relationships are very imporant. Additonally, keep in mind that it wkes time o form these
relationships.

Understand how the Japanese disiribution sysiem works and begin the process of figuring oul
where you are o enter.

Finding a Buyer:

Trade shows: There are a variety of trade shows, large and small, which act as the best wols for
market research as well as for finding potential distributors. A list of USDA endorsed (rade
shows can be found a2 hupaww w. fas.usda. gov/iopic 8/ irade -shows

a. The recommended trade shows in Japan for the food processing seclor ane:

-FODDEX JAPAN hitpolf wew w3 i o jiToode s
=supermarket Trade Show hitp:www smils j péens



b,

<.

d.

=International Food Ingredients and Additives Exhibition (IFIA) Japan:
hiipl i

-Health Ingredients Japan hitpaiw ww . hijapan. info/engl

Coniact one of the Siaie Regional Groups lised in 3.d above, and ask if they have any
upcoming activities involving your targel market such as trade missions or showcases,

Try 1» meel with Japanese importers who digribute the (ypes of agriculiural products that
yioul wish o export (o learn maore aboul the market,

Once you make conlacis, visil polential customers o emphiasize your inlerest and learn
more aboul them, such as how they normally source products, Ask iihow products are
normally reformulated and how packaging could be taillored o better fit the marketplace.,

Documentation and Shipping:

I. Afer revising your export action plan and finding an im poner/distributor, begin the process
of sefling up a payment strocture and working on import docume nlalion requiremenis.
Information on this area can be found at: hifpcdiwww fas usda.goviiopics'regulations-and-
reguirements, B is very imponiant in Japanese business culture 1o respond thoroughly and
promptly w0 all requests For information or documentation from your buyer,

2. When ready 1o ship, consider using a finding a freight forwander that can handle many of the
logistics of shipping for a fee. Refer o the website above for more information on this

procedure,

Marketing:

When you are ready w market vour product, feel free 1o contact the ATO Tokyo or Osaka ollices as
resources for information on promotion and marketing. Buyers may expect vour assistance promading
your product in the market.

For additional information, refer o the USDA Forei gn Agricultural Service's expor assistance we bsi te:
hitpalfww w.fas usda_govilopics/expon ing

Helpful Tips:

Points o nemember when doing business in Japan:

.

Be clear with imponiers aboul the conditions under which price adjusimenis may he
HeCEssnry,

Be aware that Japan is a very service-onenied cubure and requires quick responses o
both prosduct complainis and requests for informastion.

Doing business for the firs time in Japan requires patience. Ornders normally star small
o determing whether the product will meet markel requirements.






