POST-DISASTER MARKET
MAR KE T O P P O R T UNI T Y P R O F I LE | J A PA N
MAR K E T OVE RV IE W

Research Institute predicts a short-term boost in the number of
jobs related to the reconstruction of the affected Tohoku region
within the next 12 months; 83,400 jobs in construction (up18.7
per cent) and 9,100 jobs in utilities (up 40.9 per cent).

The Great East Japan Earthquake and Tsunami Disaster that
hit Japan on March 11, 2011 caused unprecedented physical
damage and economic loss. Supply chains of many industries
were severely affected by destroyed factories and subsequent
disruption in infrastructure. The government estimates Japan’s
economic loss from the disaster in the range of 16 to JPY 25
trillion ($190 to $300 billion) and the World Bank forecasts
the recovery process could take up to five years. However,
the recovery of essential infrastructure has already occurred
at a phenomenal rate. The general view is that the effect of
the disaster will require the business environment to change
drastically, demanding more refined industrial policies and
increased global competitiveness.

Construction remains the most critical industry in the early stages
of recovery. The Headquarters for Emergency Disaster Controls
within the Cabinet reported as of May 17, 2011, 90,321 buildings
were found completely damaged, while over 290,000 buildings
were partially damaged by the earthquake and tsunami. In order
to house more than 120,000 people who remain in shelters, the
government estimates the temporary housing needs at 72,290
units. As of May 2011, construction has been completed on
10,571 units with 31,084 still underway. The Ministry of Land,
Infrastructure, Transport and Tourism intends to complete all
required units within the next six months, some of which will be
imported as pre-fab houses.

The Diet approved a JPY 4 trillion ($47 billion) supplementary
budget for disaster relief on May 2, 2011, which will be the first in
a series of such budgets to follow. This supplementary budget is
targeted to create and support over 1.5 million jobs. The Nomura

Due to the disaster relief related demands, there is an ongoing
shortage of building materials such as plywood, wiring, insulation
and plumbing materials. The shortage also grew due to the
devastation of factories in the Tohoku region, yet the decrease

JUNE 2011-05-25

in production capacity rippled all across Japan. However, the
reconstruction of permanent residential and commercial
buildings being the next stage of recovery, further mid to
long-term shortages of certain materials are anticipated while
domestic production is operating at maximum capacity in an
effort to protect the market.
Adding to the aftermath of the earthquake and tsunami, the
nuclear crisis at Fukushima Daiichi Plant has raised public interest
in alternative energy sources and Japan is now at a crossroads
concerning its energy policy. The nation will have to further
diversify its energy sources without increasing greenhouse gas
emissions. Renewable energy options such as wind, biomass,
geothermal, photovoltaics (PV) and fuel cells will no doubt play a
prominent role in future installations, with strong public support
for Prime Minister Kan’s recent statements that renewable
energy will be a primary pillar in Japan’s future energy policy.
Deployment of photovoltaics and wind power in particular are
being considered for the disaster-stricken Tohoku region in the
government’s 10-year reconstruction plans.
Tokyo Electric Power Company’s (TEPCO) rolling power outages
that resulted from the Fukushima Daiichi nuclear crisis also
highlighted the importance and potential of smart-grid-based
infrastructure. Businesses and households in the Kanto region will
be required to reduce 15 per cent of their energy consumption
during the summer of 2011 when TEPCO’s supply capacity may
fall short of peak demand. In order to resolve the supply balance
issue, energy-saving measures such as deployment of smart
meters to control electricity demands could be effective along
with diversified energy sources such as renewable energy and
fuel cells (FCs). Installation of smart grid systems across Japan
is expected to create a trillion yen ($12 billion) market, with
potential to grow several-fold if combined with PV, wind, fuel
cells and lithium markets.

OPP O RTU NI T IES

Reconstruction
Historically the Japanese construction industry had been one
of the most closed markets to foreign companies; however,
due to the urgency of reconstruction efforts, there may be new
opportunities emerging for foreign entrants into the market.
Given the acute increase in plywood demand due to the
massive damage to plywood factories in Tohoku, companies
already equipped to produce plywood with Japan Agricultural
Standards (JAS) certification in the required Japanese standard
sizes will find access to the market. Although the initial surge
in demand has subsided, manufacturers with investment
potential in restructuring mills to fit Japanese requirements will
also see opportunities in the market’s mid to long-term supply
demand. The challenges lie in meeting the 12 x 900 x 1,800 size
requirement while maintaining competitive pricing and delivery
requirements.
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Other potential opportunities exist for companies with innovative
or cost-effective insulation products. Due to the devastation
and rolling power outages, the production capacity for glass
wool decreased by 30 per cent after the disaster and the market
imbalance is expected to continue.
Debris management is another area of focus in the
reconstruction process. As part of its 4 trillion JPY emergency
budget, Japan’s government approved 352 billion JPY ($4
billion) funding for debris and waste disposal. Companies with
cleantech innovation relating to waste management may find
opportunities in offering expertise to the disaster relief efforts.
Alternative Energy Sources and Smart Grid Technology
Foreign companies with smart grid technology expertise may
find opportunities in this growing Japanese market. The Yano
Research Institute reports that demand for energy creating
housing with environmentally-responsive, energy-saving systems
may see a significant growth in the post-disaster market in Japan.
The adoption of residential and commercial fuel cells may also be
incorporated into the government’s reconstruction action plan
for the Tohoku region.
According to a recent Ministry of the Environment study, there
is great potential for the introduction of renewable energy
sources such as PV, wind, hydro and geothermal all across Japan.
In the study, wind power generation and geothermal energy
are specifically highlighted as potential sources for the Tohoku
region. The ministry concluded that the nation-wide potential
installation capacity for renewable energy sources could reach
approximately 500 million kW which is more than sufficient to
cover domestic demand.
PV sources, which currently account for approximately 50
per cent of the renewable energy market, are also expected
to expand further due to increased demand and generous
government financial support (tax incentives and subsidies).
Niche opportunities may also exist for companies with expertise
in alternative energy generation and smart grid systems
implementation.

R EG U L ATORY /CO MPETI T IVE
ENVI RONMENT
The Housing Bureau within the Ministry of Land, Infrastructure,
Transport and Tourism is responsible for overseeing imported
materials for temporary housing units. It announced the
acceptance of listing proposals for the project from overseas
suppliers through an initiative undertaken by the Federation of
Housing Community Centers, although this process closed April
25, 2011 .
The Ministry of Agriculture, Forestry and Fisheries enforces
the Law Concerning Standardization and Proper Labelling of
Agricultural and Forestry Products (in effect since March 1,
2006) and supervises the certification of Japanese Agricultural

Standards (JAS) approved products such as plywood and
structural lumber. In B.C., the CertiWood Technical Centre is
the accredited organization acting as a Registered Overseas
Certification Body for JAS products. Varying tariff rates should also
be considered when exporting to Japan where applicable rates
for building materials vary depending on the form in which they
are imported.
The Ministry of Economy, Trade and Industry publishes the
most current status of the economic impact of the Great East
Japan Earthquake and the recovery status. The ministry also
implements legislative policies and projects relevant to the
energy sector. In particular, the ministry promotes the renewable
energy sector through a number of subsidies and tax benefits for
both residential and industrial applications.
Under the current circumstances, Japan will have to make some
adjustments to its stringent standards and policies in order to
ensure expedient reconstruction efforts. More measures and
budget allocation were expected in late spring 2011 when
the government and local authorities issued a number of
reconstruction contracts.

MA RK E T E NT RY ST R AT E G Y

Japan has shown extremely rapid recovery from natural disasters
in the past and there are signs that its economic growth will
recover steadily. However, some uncertainties continue to exist
in the business environment, creating uncertainty in some areas.
B.C. companies are strongly encouraged to research the most
current market conditions including tariffs, regulations and
possible distribution channels including partnerships.
In particular, foreign construction companies should be
prepared to commit to a long-term relationship with Japanese
customers and distributors. Canada Wood/BC Wood, with their
representatives in Japan, assist B.C. suppliers interested in the
Japanese market with their expertise in timber product trade. We
strongly recommend considering building materials trade shows
like Japan Home and Building Show (September 2011) and Eco
House and Eco Building Expo (2012) for companies considering
market entry as means of building market recognition.
The disaster has also brought renewable energy in Japan into
a new light. Softbank Mobile company president, Masayoshi
Son announced his commitment to a safe energy policy by
personally investing 1 billion yen ($12 million) to establish a
foundation that advocates the adoption of solar, wind and
geothermal power. As a potential market strategy, B.C. firms may
seek initial market penetration through partnering with Japanese
companies. Participating in trade shows such as the Renewable
Energy Exhibition (December 2011) in Tokyo offers good
market exposure. GLOBE 2012 in Vancouver may also present
opportunities for B.C. companies to meet potential Japanese
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partners. The Japan External Trade Organization (JETRO) has a
booth for Japanese companies in the renewable energy sector.
Overall, both domestic and international firms interested in
engaging with Japan are encouraged to conduct thorough
assessments of the most up-to-date market status post-disaster
in order to effectively deliver the much-needed supplies
and services to the market. The government is considering a
number of policies to facilitate the recovery of affected areas,
including rezoning certain parts of Tohoku as designated tax and
restrictions exempt zones and eco-regions. These policies are
expected in the coming months.
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*If you are having trouble using this form click here to rate online
*Please note, if you are using Safari, to rate this document, please right
click on the PDF lInk, and download to your hard drive
DISCLAIMER:
This report has been prepared for the Government of British
Columbia, Canada based on primary and secondary sources
of information. Readers should take note that neither the
author nor the Government of British Columbia guarantee the
accuracy of any of the information contained in this report, nor
does it necessarily endorse the organizations mentioned within.
Readers should independently verify the accuracy and reliability
of the information before making any decisions related to their
business.
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