Japan

Part I. Advertising Environment in a Country

A. General Economic Environment 

1. What is the country's international economic position as reflected by the amount of trade, trade patterns, trade policies, currency strength, balance of payments position, foreign debt, etc.? 


Japan’s prime minister Junichiro Koizumi operates on an explicitly reformist platform and the main thrust of his administrations economic strategy has four main points.

· Cap annual Japan bond issuance(yen 30).

· Privatize the post office operations.

· Force private sector banks to write off all bad debts within two to three years.

· Accelerate the implementation of structural economic reforms even if this means 

The prime minister is unclear as to how he will approach these problems which is a reflection of both the uncertainty within the gov’t on how this can be implements with their slowing economic growth and an unwillingness to antagonize powerful anti-reformers in the liberal democratic party.

2001 GDP: $5.321 Trillion

Advertising expense to GDP: 1.20% (6.580B)

currency strength: low

Inernat’l Assumptions: The outlook for Japan’s external environment is discouraging for 2002 and considerably brighter for 2003.  The medium term will be heavily influenced by the uncertainties stemming from US economy and the aftermath of 9/11.

World trade growth will accelerate modestly in 2002 to 1% and from the previous low of 0.4% in 2001 and then it is projected to rise again in 2003 to 6.9%.  This will be reflective of slightly faster growth in the US in 2002 followed by a deepening recovery in 2003 which will help pick up Japanese export volume growth.


2. Is the economic environment positive or negative for businesses and consumers (inflation rates, industrial growth, purchasing power, fluctuations in demand by region or time of year, etc)? 


Mobile Cellular telephone use in 2000:  63.88 million


3. What are current trends in gross national product, income distribution, or per capita income that might affect advertisers? 


	ECONOMIST.COM COUNTRY BRIEFINGS

	http://www.economist.com/countries

	Japan: Economic Data

	

	May 4th 2001

	From the Economist Intelligence Unit

	Source: Country data 

	

	  
	1997 
	1998 
	1999 
	2000 

	GDP per head (USD)
	34,306
	31,285
	35,664
	37,609

	GDP (% real change pa)
	1.92
	-1.06
	0.79
	1.69

	Government consumption (% of GDP)
	15.16
	15.64
	16.13
	16.57

	Budget balance (% of GDP)
	-3.24
	-4.82
	-6.76
	-5.83

	Consumer prices (% change pa; av)
	1.71
	0.65
	-0.33
	-0.65

	Public debt (% of GDP)
	82.59
	94.05
	101.61
	108.78

	Labour costs per hour (USD)
	19.54
	18.29
	20.89
	22.22

	Recorded unemployment (%)
	3.4
	4.11
	4.68
	4.72

	Current-account balance/GDP
	2.19
	3.06
	2.37
	2.48

	Foreign-exchange reserves (bn$) 
	219
	215
	286
	354

	Copyright © 1995-2001 The Economist Newspaper Group Ltd. All rights reserved.



B. Political Environment 

1. What is the current government? How did it assume power? Is it stable? How vulnerable is it to changing political forces?


Japan’s prime minister Junichiro Koizumi, the liberal democratic party, is losing popularity with the Congress, and has an strong support from the public (70%).  This will change in the coming months as he has alienated his popularity with conservative supporters.


2. What other political forces are active in the country - strikes, regional antagonisms, nationalism, terrorists, etc.? How do these affect businesses there? What are the trends? 



C. Regulatory Environment 

1. How does the current government feel about private businesses, foreign firms and the advertising industry, as reflected in its policies toward these groups or in their access to people in power? What are these policies?


Although Japan’s economic development is primarily the product of private businesses, the gov’t has had some direct impact on the nation’s prosperity.  The gov’t has helped initiate new industries, lessen the effects of economic depression, build a sound economic infrastructure, and protect the living standards of people.  There is a heavy alliance between private industries and government.   

Advertising industry:  Restrictions: (JARO) Japan Advertising Regulatory Organization

From JARO’s website: < http://www.koeki.net/jaro/eja_html/eja-2.html >

“JARO is tasked to receive complaints and inquiries concerning advertising and labeling, examine them and, where necessary, recommend advertisers modify or discontinue questionable activities. Advice or information is also provided in response to inquiries. Through such activities, JARO strives, as its by-law prescribes, to ensure fair advertising and labeling practices and to improve such practices in terms of their quality so that the consumers interest may be protected, thereby contributing to the sound growth of the economy and the maintenance of the people's living standards. To achieve its goals, in addition to consulting relevant public or private rules, JARO investigates challenged ad claims on the basis of the following Advertising Review Principles:

Advertising and labeling shall:
be fair and truthful;
not be harmful to consumers;
be made, in consideration of their impact on youth and children;
be decent and pursuant to social manners and customs;
be in compliance with relevant laws and regulations, as well as public policy.

Receiving complaints
(Head office in Tokyo and its branches in Osaka, Nagoya and Sapporo)
In their day-to-day work, the office staff of JARO handles complaints similar to the following:
A staff member receives a complaint of advertising or labeling through a phone call or letter from a consumer or competitor. The advertiser is then identified and its advertising claim questioned and it is determined whether the case shall proceed. Upon verification of the complaint, the concerned advertiser is asked to make a written reply to the complainant via JARO. If the reply satisfies the challenger, the case is closed. However, if the challenger is not satisfied with the reply or another questionable claim is found in the advertising, despite the challenger's satisfaction, the case is entered into the official process of reviewing advertisements.

Reviewing ad claims
(Advertising Review Committee & its Subcommittees)
Primarily the case is forwarded to one of the Advertising Review Subcommittees along with necessary materials for deliberation, including a copy of the advertisement or TV commercial at issue, and a comment or information from a member of the media, ad-related group or government agency. The subcommittee, after examination, drafts a proposed recommendation that usually requires the advertiser to modify or discontinue all or part of the ad claims.

Then the proposal is submitted to the Advertising Review Committee (ARC) for approval. After reexamination and approval, the proposed recommendation takes effect as a JARO finding. The recommendation is sent to both parties involved and a copy, where appropriate, to the concerned advertising bodies for reference.

If the advertiser or the complainant rejects the recommendation, the ARC submits the case before the Final Review Panel (FRP) for reexamination. The FRP consists of seven experts with broad knowledge and experience outside the industry. The FRP makes a final decision on the issue and requires both parties to accept the decision. The copied decision is sent to the concerned groups as above. With either the ARC recommendation or the FRP decision, the advertiser is asked to submit a modified or new advertisement to JARO for confirmation.

There are five Advertising Review Subcommittees, with no particularly specified roles, which are comprised of about fourteen members of a junior director level from individual companies. The Advertising Review Committee is comprised of sixteen members of a senior director or executive level from companies which is the highest level of decision-making regarding advertising controversies.”


2. What requirements or limits exist for the use of different media by advertisers - TV, radio, newspapers, magazines, etc.? 



3. Does the government impose restrictions on advertising content? What are they? Is censorship or prior-approval needed for ads? 


from< http://www.aippi.org/reports/q151/gr-q151-e-japan.htm>

//This site answers many more answers about deregulation

Advertisements of special pharmaceuticals for special diseases and of other pharmaceuticals are restricted, respectively, by law and by the Government. Advertisements of tobacco and alcoholic drinks are restricted by the self-imposed standards of those industries. 

A person who has violated the law shall be punished, but these are no sanctions against any violation of the standards imposed by the Government or industries. 

Advertisement is a form of trademark use, and in that sense trademarks are affected by restrictions of advertisements. However any selection and registration of trademark shall not be affected by restrictions of advertisements. 

It could be considered that restrictions are imposed to a reasonable extent against advertisements of pharmaceutical preparations, tobacco, alcoholic drinks, which may affect human health. 

However questions on advertisement restrictions on some particular products and registration and use of trademarks on those products are on the different levels. Accordingly it cannot be considered that registration of a trademark, for advertisement-free goods, identical with the trademark registered for advertisement-restricted goods, is prohibited or is cancelled after registration. 





 
4. Are there special rules for advertising of certain products (e.g., cigarettes, alcohol, toys, etc.)? What are they? 

5. Does the government restrict the use of imported materials or personnel in advertising? 

6. What effects do regulations have on media scheduling or budgeting decisions? 

7. What effects do regulations have on the use of different forms of sales promotion or other supplementary promotion? 

8. What regulations encourage or restrain competition? How do they affect advertising and advertisers? 


from Deregulation: <http://jin.jcic.or.jp/access/dereg/com.html>

(see more)

	Deregulation in the data communications sector goes back to the 1985 privatization of Nippon Telegraph and Telephone (NTT), the largest domestic carrier. Since then, newly established new common carriers (NCCs) have managed to secure a large share of the long-distance communications market. Keen competition among the NCCs, along with technological innovations, has contributed to recent significant declines in telephone charges. 

Mobile telephone use has undergone spectacular growth in recent years. The handset rental system was switched over to outright sales in 1994, and this set off a boom in cellular communications, with the number of subscribers jumping from 2.13 million in March 1994 to 43.94 million in June 1999. The introduction in 1995 of low-cost handsets using the Personal Handiphone System (PHS) further broadened the user base. PHS subscribers numbered 5.76 million in June 1999.


TECH SECTOR: important… Kim’s FACT SHEET


D. Socio-Cultural Environment 

1. What unique characteristics does language have in this country that might affect advertisers (use of multiple languages, dominant language, poor knowledge of the written language, inexpressible concepts in that language, etc.)?


Japan is monlinguistic. Many onlu know Japanese.

Literacy rate 99%(The World Factbook 1970)


2. How are religion and rituals reflected in business and consumer values, lifestyles, attitudes, and purchasing patterns? 


Religion and Rituals (The WorldFactBook 1999): 

Confucist

Shintoism & Buddhism (84%)

Christian (0.7%)

Other (15.3%)

Consumer values:


Safe and environmental-friendly products, which have ease-of-use qualities, are highly regarded.  Consumers see the economy as a whole; 50% of them think that the economy will get worse within the year.  64.9% of people have anxiety for employment and unemployment is projected to worsen.  33.6% of people think that their household income is decreasing.  

Desired products:


Car


PC


Clothes


Real Estate and Houses

Events from 2001 that affected consumer-spending habits:


September:



09/11



Mad-cow disease


October



Tokyo Motor Show


April



Home-electronic recycle law


July



Banks merge



Democrat election



Expositions in Kyushu, fukushima, and Yamaguchi



World swimming competition


3. How is the social system stratified? What are the different social classes and what distinguishes them? How much social mobility is there? 


See this site!

<http://jin.jcic.or.jp/insight/html/focus01/focus01.html>


4. Who are opinion leaders and high status individuals in this society? 


from: <http://jin.jcic.or.jp/access/dereg/com.html>

Highest opinion leader: 

Six phrases coined by Prime Minister Jun'ichiro Koizumi during 2001, including "structural reform without sanctuaries," were chosen by a selection committee as best representing the trends of the year 2001. Attending the December 3 ceremony announcing the selections, a radiant Prime Minister Koizumi remarked, "I'm happy that the people have shown an interest in words that describe politics."


5. How do the education system, levels of education (e.g., literacy rate), and acceptance of new technologies and ideas affect advertising in this environment? 

6. Does this culture have any unique art or aesthetic preferences (e.g., art, design, music, architecture, drama, national icons, etc.)? 

7. What are important sub-cultural influences in this society (e.g., "youth culture," strong ethnic groups, geographic regions, etc.)? 

8. What are consumer attitudes toward marketing/ advertising/ products or services of foreign countries? 

E. Business and Advertising Agency Environment 

1. What is the nature and intensity of competition in this country? Does it vary across industries? Which industry(ies) is/are booming?

2. What are most businesses like in terms of size, training of management, responsiveness to buyer's or to competition? 

3. Does advertising have a history as an industry in this country? What is its current role in economic life there (ad expenditures as percentage of GNP, etc.)? 

4. Describe the agency business - number of firms, % local vs. % network agencies, strengths and weaknesses, etc. 

5. Are there any well-known advertising or business people or ad agencies in this country? 

F. Media Availability 

1. For each medium (TV, radio, newspapers, magazines), describe its strengths/ weaknesses as an advertising vehicle. 
4 biggest

Of all advertising, they comprise of (65.4% of market)

TV(33.9%)

Radio (3.7%)

Magazine (20.4%)

Newspaper ()

Transit-advertising is quite popular.


2. Are there any media unavailable to advertisers? Why? 

3. What are the strengths/ weaknesses of any unique media in this market? 4. How do relative media costs affect media choices in this market? 

G. Market and Audience Information Sources 

1. Are media audited? If so, by whom? How reliable are their figures? What information on audiences is available? 

2. What is the extent of market research and field research agencies in this country? What is the quality of these agencies? 

3. Is the government a source of information on markets or audiences? What information do government agencies provide? 

4. Are there any subscription services that provide ad recall figures or other measures of ad effectiveness? 

H. Supplemental Sales Promotion 

1. Do businesses frequently use retailer- or consumer-directed sales promotions? 

2. What kinds of advertising or promotions are necessary to secure retailer support? 

3. Are there any problems with specific sales promotions (e.g., coupon redemptions, trading stamps, etc.)? 

I. Recommendations to Advertisers Your group's conclusions about the advertising environment summarized by answering all the questions possible above.
