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Executive summary

Market overview

Executive summary

There are opportunities for UK
companies with Al technologies
in critical business sectors in
Japan. Japan has been actively
investing into and deploying

Al, aiming to increase the
competitiveness of its businesses.
The rapidly shrinking workforce
is one of the biggest drivers in
applying Al in factories, mobility,
logistics, and retail. This report
highlights the state of the market
and its key players, describes
main areas of opportunities for
UK companies and provides
guidance on market entry
strategies for companies

seeking to sell their solutions to
Japanese companies.

Japan’s Al market — opportunities for UK companies

Key players

The AI market in Japan is relatively small compared to
the US or China but has been rapidly growing in recent
years — it is expected to reach GBP 5.9bn by 2027.

Japan has traditionally been strong in manufacturing
and hardware, but it lacks in software development
skills — the deficit in software developers is estimated
to reach 789,000 by 2030. Lack of infrastructure to
run large AI models, slow digital transformation in the
private and public sector, the relatively small startup
ecosystem and lack of regulation are some of the major
challenges for wide adoption of AI technologies.

The main opportunities for UK companies seeking to
enter the Japanese AI market are in manufacturing,
mobility, logistics and healthcare. Cybersecurity,
financial services, retail, marketing, and agriculture
also represent opportunities.

In the manufacturing sector, Japanese companies

are seeking solutions to address the unstructured
nature of data and solutions that provide deep insights
and actionable recommendations - something

that Japanese solutions lack. Applications include
preventive maintenance, fault detection, demand
forecasting and supply chain optimisation.

Opportunity areas for UK companies

Routes to market

New regulations limiting driver overtime are driving
the deployment of autonomous technologies in
logistics and public transportation (the “2024 logistics
problem”). Japanese automotive manufacturers

are actively seeking collaborations with overseas
companies in the fields of software defined vehicles,
ADAS/autonomous driving and EVs. The use of
automation and autonomous robots in warehouses and
factories is another area of focus.

The need for AI technologies in healthcare cover
diagnostics, drug development, surgery support,
robotics and elderly care. The Japanese government
has also been taking active measures to accelerate the
approval and certification process, which has been the
biggest hurdle in adoption of Al-powered healthcare
solutions.
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Executive summary

Market overview

There are factors specific to Japan that a UK company
seeking to enter the Japanese market should be aware
of. Entering the Japanese market requires patience
and a long-term view. Sales cycles are on average six
to 12 months longer and evaluation of technology is an
extensive and exhaustive process. Consensus-based
bottom-up decision-making and the language barrier
are additional factors to take into account.

A positive development brought by the COVID-19
pandemic: Japanese companies are now a lot more
open to online meetings, so it is easier for overseas
companies to progress discussions remotely. However,
some presence in Japan is typically necessary to
successfully convert opportunities and the language
barrier often makes in-country technical support

a necessity. Exploring opportunities in Japan can

Japan’s Al market — opportunities for UK companies

Key players Opportunity areas for UK companies

be done by working with distribution partners, by
forming a joint venture, via licensing/franchise
agreements. Long-term commitment to the market
may involve setting up a local entity. To ensure the
effectiveness of a channel strategy it is preferable to
have a sales agent or an in-country employee.

To gain better understanding of the relevant industries
and players during the initial stages a UK company
can leverage the UK-APAC Tech Growth Programme
or information provided by JETRO. UK Embassy-
organised trade missions make it easier for UK
companies to visit Japan, but it is equally possible to
organise a self-funded trip separately or in conjunction
with attendance at an Al-related trade show or
conference.

Routes to market
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Market overview

Market overview

The Japanese government and
private sector have been actively
investing in Al technologies in
recent years, eager to raise the
competitiveness of Japanese
businesses. Gartner’s 2024
ClO Agenda revealed that

Al, especially generative Al,
are among the top priorities
for technology spending in
Japanese companies.

Japan’s Al market — opportunities for UK companies

Key players

The efforts to increase the adoption of AI technologies
are aimed at closing the gap between Japan and the
US, China and the EU, particularly for large language
models and generative Al The factors contributing

to this gap are Japan’s business culture and historical
focus on hardware. Japan values stability and long-
term relationships, which is an attractive trait in

a business partner, but it can also hinder the rapid
adoption of disruptive technologies. Further, as an
economic power built on manufacturing, Japan has
traditionally favoured hardware development rather
than software. Japan ranks 34th in countries with
technical knowledge - there is a shortage of engineers
with AI development skills and the deficit of software
engineers overall is projected to reach 789,000 by
2030.

Size of market

In 2022, the Japanese Al market reached GBP 2.1bn
and is expected to grow to GBP 5.9bn in 2027. From
a global perspective, the Japanese market is relatively
small compared to the US and China. The global

Al market was estimated at GBP 156bn, with North
America accounting for about 37% - GBP 57.7bn,

and China’s AT market was estimated at GBP 31.5bn
in 2022.

Opportunity areas for UK companies

Routes to market

Focus areas of Al
applications in the
Japanese market

o\i@ Generative Al
Factory automation
Mobility
Digital healthcare

Cybersecurity

%Q Sustainability

¥ Woemmet @D Intralink



Executive summary Market overview Key players Opportunity areas for UK companies Routes to market

Focus areas in the Japanese
Al market The use of ChatGPT by prefectural governments in Japan

Generative Al

Japan was slow in the initial adoption of generative . Officially introduced
AT technologies mainly due to skepticism about the
accuracy of the output - in May 2023 only 9% of large
companies (over 3,000 employees) and 4% of small
companies (fewer than 100 staff) were using ChatGPT.
However, the situation is rapidly changing.

Introduced on a trial basis

Under consideration

In March 2023, Japan’s main messaging platform
LINE added ChatGPT to its functionality, which
users can access by adding “AI Chat-kun” as a friend.
Kawasaki Kisen Kaisha (K-Line) started leveraging

ChatGPT in August 2023 to improve navigation, real-

time monitoring, predictive maintenance, and route ‘
planning of its ships. ‘
ChatGPT is already widely used or being trialled >~y

by Japanese prefectural governments. The

Tokyo Metropolitan Government started using

ChatGPT for clerical work in August 2023, and

subsequently multiple other prefectures made similar /
announcements. Currently over half of Japan’s
47 prefectural governments are using or trialling
generative Al for various tasks.

Inspired by ChatGPT, Japan is developing its own

version — GenAl - which is expected to include

applications for different industries, such as medical Source: ChatGPT Magazine
and scientific discoveries, business-focused services,

and production planning.

Japan’s Al market — opportunities for UK companies * uu(;wﬂ.m “ Intralink 6
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Market overview

Factory automation

Japanese government and industry are increasing
investments into factory automation (FA) - IIoT,

Al, automation, robotics, and industry 4.0 related
solutions. Many factories in Japan still rely on
analogue processes, operate in closed network
environments, and do not leverage cloud computing.
Initiatives aimed at going paperless, deployment of IoT
and automation using robots and image processing

technologies are some of the main areas of investment.

Examples of the developments in this space include
Daikin, which recently launched Daikin HERO Cloud
Services to allow its commercial customers monitor
HVAC systems in real time. The service includes
failure prediction for the compressors and sensors and
refrigerant leak detection of the system.

o
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Key players

Mitsubishi Corporation announced in January 2024

its collaboration with ThinkIQ - a US startup offering
a ML-powered SaaS platform that connects factory
equipment, sensors and IT systems to provide analytics
to supply chain and manufacturing operations.

Another example is Mitsubishi Electric constructing
anew FA control-system production building at its
Nagoya Works campus in Aichi prefecture to address
the growing demand for FA domestically and globally.

The total investment announced to date is GBP 298.4m.

The factory will leverage 5G and Al, advanced supply
chain and engineering chain management systems,
make use of autonomous mobile robots (AMRs)

and use digital twins to achieve highly automated
manufacturing processes.
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Opportunity areas for UK companies

Routes to market

Within factory automation there is growing demand for
Al-enabled robots. Japan has the fourth highest density
of robot deployments in the manufacturing industry
globally, and Japan’s robot density has been growing by
6% on average each year since 2016. Japan is expecting
that increased productivity, reduction of errors, and
reduced labour costs will boost the competitiveness of
Japanese manufacturing companies. Key AI applications
include navigation and image recognition/machine
vision in AGVs/AMRs, humanoids, cobots, cleaning,
industrial robots, and articulated robots.
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Market overview

Mobility

A rapidly ageing population and shrinking labour force
(leading to a scarcity of vehicle drivers) are two of the
leading factors behind the need for greater adoption
of AT in the mobility sector. The main applications are
Mobility-as-a-Service (MaaS), autonomous vehicles
and fleet management.

The Japanese government continues to loosen MaaS
regulations, which is leading to greater deployment of
IoT, Al and autonomous technologies in trains, buses,
taxis, and bicycles. Japan is also focused on combining
various industries (i.e., retail, accommodation, welfare
and medical care) and services to support both urban
and rural communities. The Ministry of Economy,
Trade and Industry (METT) revised the Road Traffic
Act to allow delivery robots to operate on public roads
from April 2023.

Autonomous vehicles are a key focus, especially in
rural areas where the population is ageing faster

and driver shortages are more acute. Multiple
demonstration projects are being conducted jointly
by automotive OEMs, local governments, and railway
companies.

Fleet management technologies help boost
productivity and efficiency, through optimised routing,
scheduling, predictive maintenance, and improved
passenger services.

Japan’s Al market — opportunities for UK companies

Key players

Automated fare collection, safety monitoring, and
data-driven decision-making contribute to a more
efficient and reliable transport system. An example

of a city adopting innovative fleet management
technologies is Akita City, which selected Optibus - a
provider of cloud-native AI software for enhancing
transportation services — to revamp its transportation
scheme.

Digital healthcare

Japan’s ageing population is putting increased stress on
the public health system. To rein in costs, the Japanese
government is promoting digitisation and automation
within the healthcare system. The widespread use of
smartphones and the adoption of electronic medical
records and prescription computers have led to the
substantial accumulation of electronic medical data,
which can be used for new diagnostic and treatment
methods enabled by AL The “Promotion Discussion
Committee for AI Utilisation in Health and Medical
Fields,” established by the Ministry of Health, Labour
and Welfare (MHLW) has identified four areas with
early practical Al applications - image diagnosis
support, genomic medicine, drug development, and
diagnostic and treatment support beyond imaging.

For example, software like LPIXEL’s “EIRL aneurysm”
can automatically detect potential areas of brain
aneurysms from MRI images and can support
physicians in diagnosis.

Opportunity areas for UK companies

Routes to market

A rapidly ageing population and
increasing scarcity of vehicle
drivers are driving the need

for greater adoption of Al in
mobility sector in Japan - Maas,
autonomous vehicles and fleet
management are the main
applications.
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Executive summary Market overview

Cybersecurity

Increasing use of cloud computing alongside AI
creates greater exposure to cybersecurity risks, so
Japanese companies and government are increasing
investments into preventive measures. According to

a survey done by ITR, 41% of Japanese companies
had increased their IT budgets by at least 10% in both
FY2022 and FY2023. In 2020, the Japan Ministry of
Defense announced that it was looking to invest GBP
137.6m to develop Al-based tools to counter cyber-
attacks. Japan and the Association of Southeast Asian
Nations (ASEAN) announced in December 2023 their
plans to work together on cybersecurity and systems
for managing and operating Al

The rapid spread of generative Al is likely to further
accelerate the need for additional security measures,
given how generative Al can be used to quickly create
ransomware or generate scam emails.

Japan’s Al market — opportunities for UK companies

Sustainability

As an island nation with limited natural resources,
Japan has always placed an emphasis on a conscious
use of limited materials. This mindset has naturally
facilitated the integration and broader acceptance
of sustainability practices. Japan’s Al strategy
outlines the needs for AI applications in the field of
sustainability - resolving the issue of food security,
developing sustainable sources of energy, and
optimising resource recycling.

Examples include Itochu, which is offering residential-
use next-generation energy storage systems called
Smart Star that are equipped with AL The AI can
predict the amount of power generated by the solar
panels based on the weather forecast, it learns the
consumption patterns of the household and optimises
the operation of the battery used for power storage. In
2018 Itochu invested in (and later acquired) Moixa - a
UK startup that provides renewable energy storage,
optimisation, and aggregation. In 2019 Sumitomo
Electric released an AI-powered monitoring system
that identifies defects in solar panels. In April 2019
NESIC launched a solar panel inspection solution that
leverages drones and AL

Key players Opportunity areas for UK companies

Routes to market
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Executive summary Market overview

Challenges

Lack of infrastructure to run
Al algorithms, slow DX in
society and businesses, lack
of startups and insufficient
regulation, coupled with the

shortage of personnel with
Al development skills are
some of the main challenges
slowing the deployment of Al
in the Japanese market.

Japan’s Al market — opportunities for UK companies

Key players

Supercomputer infrastructure

One of the major challenges Japan is facing is the
lack of computing power to run large AI models.
Japan ranks fourth among countries with the fastest
supercomputers, but the US and China lead by a large
gap. Fujitsu’s Fugaku system - the world’s fastest
supercomputer between June 2020 and June 2022 -
was overtaken in speed by three US supercomputers
(HP’s Frontier, Intel’s Aurora and Microsoft’s Eagle)
in 2023.

The 500 fastest supercomputers by country
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Opportunity areas for UK companies

Routes to market

To address these issues, Japan plans to increase

the computing power of the supercomputer at the
National Institute of Advanced Industrial Science and
Technology (AIST) from 0.8 exaflops to 2.8 exaflops
within 2024 and is offering subsidies to companies
such as SoftBank and Sakura Internet to build
supercomputers. The Japanese government allocated
GBP 1bn out of the FY2023 budget to the development
of Al-related infrastructure.
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Executive summary

Market overview

Slow pace of DX in society and businesses

Japan was ranked 32nd in the 2023 Digital
Competitiveness Ranking, falling even further down
the rankings - Japan came up 29th in 2022 and 28th
in 2021. There are multiple factors contributing to

the slow adoption of digital technologies, including
Japan’s risk-averse culture and limited understanding
of digital transformation (DX) among senior
management, which often results in a wait-and-see
approach to digital transformation initiatives. The
need to maintain legacy systems further diverts

IT resources from promoting company-wide DX
measures, and there is an overall shortage of human
resources with DX expertise. The estimated number of
DX workers in Japan in 2023 was 1m (only 1.4% of the
workforce) and the government projects a shortage of
2.3m by 2026.

Lack of innovation

The shortage of startups in Japan dedicated to
developing AI solutions is a notable challenge, and
this can be attributed to the country’s relatively lower
level of venture investment compared to the US. The
startup culture in Japan has been slow to develop in
comparison to the dynamic environments seen in the
US and China. To address this challenge, the Japanese
government has launched a five-year plan aimed at
promoting startups. The plan focuses on funding,
nurturing human resources, fostering collaboration
between existing companies and startups, and
implementing educational reforms from the primary
school level.

Japan’s Al market — opportunities for UK companies

Key players

Regulation

The principles of implementing Al in Japanese society
are covered by the Social Principles of Human-Centric
Al published by the Japanese government in 2019 and
are based on three basic philosophies: human dignity,
diversity and inclusion, and sustainability.

Japan does not significantly regulate the use of AI
but requires companies to take appropriate measures
and disclose information about risks in accordance
with MIC/METI Guidelines which are currently
being reviewed. Overall, Japan’s stance is that the
government should respect voluntary efforts by
companies in AT governance providing support in
the form of non-binding guidelines (such as the
Governance Guidelines for Implementation of AI
Principles that outline how to establish AI governance
structure and the Contract Guidelines on Utilisation
of Al and Data explaining legal issues related to AI
development and data transfer).

One example of a challenge is Japan’s copyright law,
which only covers works “produced in a creative way”
and does not extend protection to works generated
by AL On one hand, this lack of copyright protection
acts as a disincentive for AI development, as creators
may not receive adequate legal safeguards for their
Al-generated creations. On the other hand, this can
be seen as an incentive, as it allows companies to

use publicly available content to train AI models. In

contrast, the UK has established legislation addressing

the ownership of Al-generated works.

Opportunity areas for UK companies

Routes to market

Japan does not significantly
regulate the use of Al but
requires companies to take
appropriate measures and
disclose information about risks
in accordance with MIC/METI
Guidelines which are currently
being reviewed. Overdll, Japan’s
stance is that the government
should respect voluntary efforts
by companies in Al governance
providing support in the form of
non-binding guidelines.
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Executive summary

Market overview

Government initiatives

The Japanese government is actively fostering the
development of AI through various initiatives and
provides financial support in the form of investments,
subsidies, and grants to entities involved in Al-related
projects. To address the need for skilled professionals,
the Japanese government also promotes Al education
in schools and universities through specialised
training programs and encourages public-private
collaborations. Additionally, government efforts

are underway to establish a regulatory framework,
ensuring ethical AI practices, data privacy, and
responsible development. Japan is also actively
implementing laws facilitating positive effects of AI
on the society such as approval of Level 4 autonomous
driving from April 2023. Japan actively engages in
international collaboration to contribute to global
discussions on Al standards and ethics. Through these
measures the government aims to establish Japan as

a frontrunner in AI technology to boost economic
growth and address social issues.

Japan’s Al Strategy was established in 2019 and

sets out four strategic objectives: (1) develop a

base of human resources, (2) establish Japan as a
frontrunner in A, (3) realise technologies to create
and maintain a sustainable yet diverse society, and (4)
lead international AI R&D efforts and infrastructure
development. The strategy was further refined in
2021 and 2022, to incorporate specific objectives such
as developing Al for national resilience, planetary
resilience, responsible Al and resilient Al

Japan’s Al market — opportunities for UK companies

Key players

The AI Strategy of 2021 acknowledged the need to
offer digitalisation assistance to businesses, especially
startups and SMEs. Furthermore, the strategy
emphasises the importance of fostering the adoption
of AI systems to expedite the creation of innovative
products and services.

In April 2023 the Project Team on Evolution and
Implementation of AI of the Liberal Democratic Party
of Japan published “AI White Paper - Japan’s National
Strategy in the New Age of AI” that recognises the
impact of LLMs on Japanese society and points out the
need for a new strategy to address it. The new strategy
is expected to be announced within 2024 and is seen
to be a response to the concerns around Al-related
disinformation and rights infringements.

Japan is keen on developing generative Al technology
domestically to increase its competitivity with the
US, China, and Europe. It has set aside considerable
funds for areas like supercomputer development

for Al learning models and chip production. In
February 2024 METI launched the Generative Al
Accelerator Challenge (GENIAC) to support platform
model development in Japan by providing Japanese
companies selected to participate in the programme
with computational resources, match companies with
data providers and support collaboration with large
overseas companies.

Japan is also active on the international AI governance
scene. Japan chaired the Global Partnership on
Artificial Intelligence (GPAI) in 2023 and held the G7
2023 Presidency. Al regulation was one of the main

Opportunity areas for UK companies

Routes to market

topics discussed during the 2023 G7 summit, driving
international collaboration in regulating AI In May
2023 the G7 launched the Hiroshima AT Process
aiming to promote safe, secure, and trustworthy Al
As aresult, in December 2023 the G7 leaders reached
an agreement on the first international framework

- the Hiroshima AI Process Comprehensive Policy
Framework. This framework outlines the principles
applied to various parties involved in the AT lifecycle
in “Hiroshima Process International Guiding
Principles for All AT Actors”, such as public reporting
of capabilities of advanced AI systems, intellectual
property protection and measures to mitigate

risks of disinformation. The “Hiroshima Process
International Code of Conduct for Organisations
Developing Advanced AI Systems” provides details
of how AI developers should act with examples of
risks AI developers should consider and measures to
identifying AI-generated content.

As a continuation of efforts in international AI
governance, on 14 February 2024 the Japanese
government established a new organisation — the AI
Safety Institute - within the Information-technology
Promotion Agency, Japan (IPA) under the jurisdiction
of METI. The AI Safety Institute will research criteria,
standards and develop methods for evaluating AI
safety, and collaborate with similar organisations in
the US, UK and other countries.
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Market overview

Key players

Large companies
Fujitsu

Fujitsu holds the largest number of Al-related
inventions in Japan, with 1,426 patents filed from 2014
to June 2023. In April 2023, Fujitsu launched its new
Al platform “Fujitsu Kozuchi” which allows users to
test advanced AI technologies rapidly and securely,
giving access to an extensive array of robust pre-built
Al and ML models, ultimately reducing the man-hours
necessary for creating AI models by up to 95%.

NTT Group

Al technologies are developed and implemented

by various companies within the NTT Group. For
example, NTT Communications and NTT Docomo
are offering a highly accurate (TOEIC score of 960) Al
translation service called COTOHA to their corporate
customers. The service is built on Natural Language
Processing developed by NTT R&D.

NTT is developing generative AI which it is aiming

to complete by March 2024. NTT’s Al will focus on
learning expertise in specific sectors such as finance,
legal and medicine to meet the unique needs of its
customers. Other Al related R&D themes in NTT
Group include image and speech recognition that
mimics human seeing and hearing, and spoken dialogue
systems able to make decisions and act on them.

Japan’s Al market — opportunities for UK companies

Opportunity areas for UK companies

Key players

The number of applications for Al related inventions by Japanese companies

B Allinventions -
Deep learning
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Market overview

NTT is also investing in the development of
technologies that power Al - in September 2023 it
announced a strategic partnership with Qualcomm
Technologies aimed at accelerating the development
of the 5G device ecosystem.

Hitachi

Hitachi’s AI Technology (referred to as “H”) was
introduced in 2015 and is known for its versatility.

H can autonomously generate over one million
hypotheses from data and then select the best options,
making it applicable to a wide range of industries.
Functioning as an add-on, H can seamlessly integrate
with existing systems and transform them. H has
found applications in various sectors, with 57 projects
spanning 14 areas, including finance, railways,
factories, and water plants.

Hitachi uses the term Lumada to describe the various
solutions, services and technology systems that
accelerate digital transformation with cutting-edge
technologies such as AT and data analysis. Lumada

is a co-creation framework through which Hitachi’s
customers gain access to Al tools, methodologies,

use cases and solutions to drive DX. Each year since
Lumada’s introduction, Hitachi and its Lumada Data
Science Lab have worked on over 100 projects utilising
Al and data analytics.

Canon

Canon is offering a multitude of Al-related solutions,
mainly built on its advanced image recognition
technology.

Japan’s Al market — opportunities for UK companies

Key players

Examples include Al-powered software that can
reduce digital radiography image noise by up to

50%, an Al-automated MRI planning solution, crack
detection solution for concrete structures and a
document management solution. Canon Medical
developed an Advanced intelligent Clear-IQ Engine
(AiCE): a deep learning reconstruction technology that
delivers sharp and clear images at speed.

Canon group companies often collaborate with
foreign tech companies to deliver new solutions.

In 2020, Canon Medical Systems partnered with
Avicenna.Al, a French startup, to develop a fully
integrated stroke detection Al solution. In 2021,
Canon Medical Systems partnered with the US
startup Cleerly to offer AI-powered whole-heart
atherosclerosis analysis. In September 2023, Canon
announced a partnership with Norwegian Al-startup
Findable for a new document management solution
with automated document sorting, organisation and
digitisation.

NEC Corporation

In 2016, NEC announced the brand “NEC the WISE”
which covers its line-up of Al technologies, covering
visualisation (face recognition, crowd behaviour
analysis, optical vibration sensing, speech and
emotion recognition), analysis (invariant analysis,
heterogeneous mixture learning, textual entailment
recognition) and control/guidance (autonomous and
adaptive control, predictive optimisation framework).

Opportunity areas for UK companies

Routes to market

In spring 2024, NEC is expected to launch its
enhanced lightweight large language model (LLM),
with the goal of providing a tailored environment for
generative Al and customise it for each customer’s
business based on NEC’s industry expertise. NEC
aims to generate GBP 269m in the next three years
from generative Al-related businesses alone.

Rakuten

In September 2020 Rakuten partnered with

Nuance Communications to have Conversational

and Engagement Al services built into its Rakuten
Communications Platform (RCP) for better AI-

based customer engagement. In November 2023
Rakuten announced the launch of “Rakuten Al for
Business” - a platform powered by OpenAl, which
enhances marketing, sales, customer support,
operations, strategy planning and engineering with AI
capabilities. In February 2024 it further announced a
collaboration with OpenAlI aimed at applying Al to the
telecommunication sector challenges around planning,
building and management of mobile networks.
Rakuten is also working on its own proprietary
artificial intelligence language model.

Rakuten’s research arm - Rakuten Institute of
Technology - is focused on core Al research and
collaborates with other group companies to develop
new Al-powered solutions. As an example, it is working
with Rakuten Medical to apply Al and data science to
photoimmunotherapy and assist with curing cancer.
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Market overview

Sony

In April 2020 Sony established Sony AI - an
organisation aiming to accelerate the research and
development of AI and robotics in entertainment.
Some of the projects Sony Al is involved in include
gaming applications (partnering with Sony Interactive
Entertainment and PlayStation Studios), gastronomy
and imaging & sensing (in collaboration with Sony
Semiconductor Solutions). Sony Semiconductor
Solutions developed Intelligent Vision Sensor - an
image sensor with built-in AT engine and dedicated
memory that enables high-speed edge AI processing.
These sensors are powering AITRIOS - Sony’s edge AI
sensing platform introduced in 2023 aiming to tackle
challenges in cloud-based IoT systems. The platform
is already used by retail and logistics companies.

For example, Lawson is using it in shelf monitoring
for convenience stores and NEC uses it to identify
available shelf space in warehouses.

SoftBank

SoftBank is actively working on its generative Al
computing platform - which became operational in
2023 - and LLM. SoftBank reached 130bn parameters
for its LLM in December 2023 and its goal is to exceed
1tn parameters. SoftBank has also developed AI-RAN
(Artificial Intelligence Radio Access Network) — a new
infrastructure that applies AI to RAN to enhance
communication efficiency through network traffic
predictions and process optimisation.

Japan’s Al market — opportunities for UK companies

Key players Opportunity areas for UK companies

To accelerate the development of AI-RAN - including
applications for generative AI and 5G/6G - SoftBank
has been closely collaborating with NVIDIA.

Further, in February 2024 SoftBank announced the
establishment of AI-RAN Alliance which includes AWS,
Ericsson, Microsoft, Nokia, Samsung and NVIDIA as
founding members.

SoftBank has also been actively investing in Al
technologies through its Vision Fund. Investments
were temporarily put on hold in 2022, but the company
resumed its investment activities in summer 2023,
investing GBP 1.2bn over the period July-September
2023 mainly in Al-related companies. For example,

in July 2023 SoftBank announced a GBP 51.4m
investment in Tractable (UK) - an InsurTech company
that applies AI to assess insurance claims. In March
2024 there were rumours that Softbank is considering
an investment in French startup Mistral Al

Routes to market
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Market overview

Startups
ABEJA

ABEJA specialises in Al and ML solutions for

various industries and was invested in by Google.
Headquartered in Tokyo, ABEJA focuses on enhancing
decision-making, operational efficiency and customer
experiences through Al in retail, manufacturing, and
logistics industries. Use cases include optimisation of
inventory management and improvement of customer
engagement, enhancing production processes and
quality control in manufacturing and supply chain
optimisation.

Preferred Networks

Preferred Networks is a Japanese unicorn - the
company was valued at GBP 1.9bn in September 2019,
and received investments from Toyota, FANUC, NTT
and Hitachi. Preferred Networks develops practical
applications of deep learning and other cutting-edge
technologies to address challenges in manufacturing,
healthcare, and financial fields, tailoring AI solutions
to industry-specific needs. Preferred Networks

has particularly excelled in the development of AI
technologies for autonomous driving, partnering with
Toyota.

Japan’s Al market — opportunities for UK companies

Key players

LeapMind

LeapMind developed the Efficiera - an Al accelerator
claiming outstanding performance in Power,
Performance, and Area (PPA) that enables practical
AT models to run on edge devices. In 2021, NEC
Platforms announced the incorporation of the ultra-
low-power Al accelerator Efficiera IP in its Compact
Box-type Controller. In 2022, LeapMind unveiled Al
image processing models and entered into a licensing
agreement with Maxell Frontier Corporation. In

the same year, the company released the anomaly
detection model, and most recently, in January 2023,
LeapMind’s deep learning technology was adopted for
the Al automatic recognition of autonomous mobile
robots by Okamura Corporation.

Cyberdyne

Cyberdyne is a pioneering company specialising

in robotics and medical technology. The company
gained prominence for its development of the Hybrid
Assistive Limb (HAL) series, a wearable exoskeleton
designed to enhance the strength and mobility of
users, particularly those with mobility challenges. HAL
utilises bioelectric signals to assist with movement and
has applications in rehabilitation and assistive care.

Opportunity areas for UK companies

Routes to market

BrainPad

BrainPad is a data analytics provider established in
2004. It runs projects analysing vast amounts of data

to increase the competitiveness of Japanese companies.

BrainPad is the first Japanese Al startup listed on the
Tokyo Stock Exchange.

Moneytree

Founded in 2012, Moneytree developed a financial data
aggregation platform for individual consumers and
corporates where users can register bank accounts,
credit cards, securities accounts and loyalty cards.
Moneytree automatically pulls transaction information
and produces insights and analytics. Moneytree has
raised GBP 8.4m to date.

Mujin

Mujin has developed an AI-based motion control
software for industrial robots, which allows robots to
perform movements without pre-programming and
adjust them to reality as they move. The company
provides controllers that are compatible with most
robots, and its technology is deployed in logistics,
warehousing, and factory automation for picking,
packing, and sorting tasks. Mujin recently raised GBP
67.7m in series C.
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Executive summary

Market overview

Opportunity areas
for UK companies

Manufacturing

Capital investment by large Japanese companies is
expected to reach GBP 171.5bn in fiscal 2023, exceeding
the record spending of 2022. In particular, investment
in factories and equipment, driven by the widespread
adoption of Al and EVs is forecast to increase by 17.3%
compared to 2022. Manufacturing is also one of the
sectors expected to generate the biggest value through
the adoption of AI by SMEs, according to reports
published by METL.

The main use cases are predictive maintenance, quality
control, demand forecasting, inventory optimisation,
optimised procurement and marketing data analytics.

Japan’s Al market — opportunities for UK companies

Key players

The challenges in harnessing the benefits of Al in
this sector are:

O Lack of data - only about 50% of factories are
gathering data from their equipment.

O Lack of structure — while factories collect all sorts
of data, it is not well structured, so businesses
struggle to acquire meaningful insights necessary
for well informed decisions.

O Lack of recommendations - Japanese predictive
maintenance solutions produce various metrics
and dashboards, but they often lack a good
recommendations engine to help manufacturing
companies act on the information produced by the
system.

O Lack of software engineers — Japan lacks a
workforce with AI development skills to address
the needs in the market.

These are the gaps that represent opportunities for UK
companies offering Al solutions for the manufacturing
sector. Solutions that help structure siloed factory data
and offer clear actionable recommendations in various
factory-related applications are the types of solutions
Japanese companies need. The language barrier makes
it challenging for Japanese companies to work with
foreign teams creating customised AI/ML models, so
the biggest opportunities lie with companies that offer
ready solutions rather than services.

Opportunity areas for UK companies

Routes to market

Success story

24

Athinia (US) and Tokyo Electron (Japan)

Athinia is a US startup providing a data
analytics platform for the semiconductor
industry. In July 2023, Tokyo Electron and
Athinia announced a collaboration aimed at
accelerating digital transformation and cloud
adoption. The solution provides real-time
analytics of semiconductor fab equipment,
offering insights into how the equipment
operates, improving performance and
optimising predictive maintenance.

Success story

\Y

Predictronics (US) and ISID (Japan)

Predictronics is a US company offering AI-based
predictive maintenance and defect detection
solutions. In 2013 Predictronics partnered with
a Japanese system integrator ISID to sell these
solutions to Japanese manufacturers and has
implemented projects with companies like
Daikin, Komatsu and Nippon Steel.
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Market overview

Mobility

Japan allowed level 4 autonomous driving on public
roads from April 2023, and has been pushing for
deployment of driverless taxis, trucks and buses

on general roads and highways. There is urgency in
addressing the anticipated shortage of bus and truck
drivers - the “2024 logistics problem”. As of April 2024,
overtime for drivers will be capped at 960 hours

per year as part of workstyle reform. This creates
potential challenges for both the logistics and public
transportation sectors. The Nihon Bus Association
forecasts a shortage of 36,000 bus drivers in Japan
in 2030.

Large Japanese automotive manufacturers are engaged
in high-profile collaborations with overseas companies
and are continuously seeking new collaboration
opportunities. In 2023 Honda and General Motors
announced plans to launch autonomous taxi services
in Tokyo in 2026. Toyota, Isuzu, and Subaru have

all invested in and/or have established partnerships
with companies to develop more sophisticated ADAS/
AV systems using Al for different purposes ranging
from perception, prediction, and in/out cabin persons
behaviour analysis.

Japan’s Al market — opportunities for UK companies

Key players

The main areas of opportunities for UK Al
companies are in:

O Software-defined vehicle (SDV) - as software is
integrated into every aspect of a car, the issue of
balancing computing needs and energy consumption
is becoming more acute, therefore technologies
such as Neural Network Accelerators (NNA) aimed
at increasing computing efficiency are of particular
interest. There is already a domestic solution
introduced by Renesas Electronics, but there is
interest in alternative approaches.

O ADAS and autonomous driving - there is a need
for sophisticated Al solutions for real-time data
processing, decision-making, and predictive
analytics. Further, sensor fusion and other on-
vehicle software that reduces the use of hardware,
and simulation tools to enhance the capabilities
of autonomous vehicles and ADAS are of interest.
Al solutions for ADAS/ AV are a hot topic for
construction and agriculture machinery as well.

O Supply chain optimisation - the automotive industry
requires robust Al tools for supply chain resilience,
especially in the wake of global disruptions such as
the semiconductor shortage.

O Sustainable and Electric Vehicles (EVs) - there is
a growing demand for AI solutions in battery life
prediction, charging infrastructure optimisation and
integration of EVs with smart grids.

Opportunity areas for UK companies

Routes to market

Success stories

24

Humanising Autonomy (UK) and
Emellience Partners (Japan)

Humanising Autonomy is a London-based
behavioural AI company, which offers advanced
computer vision technolgy for human detection
by enabling high-precision prediction of human
behaviour. Utilising a “monocular camera,” it
accurately predicts the distance and actions of
people, helping understand and reduce contact
risks between humans and machines or vehicles.
In 2021, Humanising Autonomy closed a GBP
8.7m series A round with Emellience Partners
and Beacon Capital LLP as its leading investors.

ZF (Germany), Mobileye (Israel) and
Toyota (Japan)

In May 2021 Toyota announced a collaboration
with German automotive camera manufacturer
ZF and Israel-based Mobileye (an Intel company)
- an autonomous driving company - to develop
an Advanced Driver Assistance Systems (ADAS)
solution to be used in several vehicle platforms.
The collaboration aims to enhance road safety
by combining Mobileye’s advanced EyeQ4 vision
system with ZF’s Gen 21 radar for effective
collision prevention and superior vehicle control

84 UK Govomment
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Market overview

Logistics

Labour shortages are driving adoption of advanced
technologies to automate various aspects of the
logistics sector. Unmanned warehouses, deliveries
using robots and drones and autonomous vehicles are
some of the main AT applications in this industry.

Cosmetics and skincare company Kao recently built
a fully automated warehouse in Aichi prefecture. The
warehouse started operation in April 2023, and uses
automated multilevel pallet warehouse structure,
robots for case sorting (depalletising/palletising),
automated guided vehicles (AGVs) and automated
forklifts. In 2021, Olympus introduced a supply chain
automation solution in one of its largest logistics
facilities in Japan that includes a robotic storage
system, bucket automated warehouse system, and
automated delivery sorting system. Japan Post has
been collaborating with Japanese startups to run
delivery trials - for drone deliveries with ACSL in

Okutama, and with ZMP for robot deliveries in Tokyo.

Japan’s Al market — opportunities for UK companies

Key players

While there are many examples of robots operating

in warehouses in Japan, most of them are automated
guided vehicles (AGVs) rather than more sophisticated
autonomous mobile robots (AMRs), and widespread
adoption is still far from reality. The main challenge
remains the cost of the robot, complexity of the
system and computing resources.

Japan excels in hardware and is known as a leader in
robotics, however software - such as navigation, fleet
management, operation control - is not its forte. The
main opportunities for UK companies in the logistics
industry are in software solutions for warehouse
automation, robot operation and autonomous driving.
Solutions that allow a reduction in hardware costs
and system complexity or require less computing are
particularly interesting.

Opportunity areas for UK companies

Routes to market

Success story

634Al (Israel) and Musashi Al (Japan)

634A1 and Musashi AI are joint ventures
between Musashi Seimitsu Industry — an
automotive tier-1, and SIXAI - an Israeli system
integrator deploying deep tech and Al into the
mobility, logistics and manufacturing sectors.

634AI developed MAESTRO - a vendor-
agnostic Al system to track and trace the
movements of goods, navigate and manage
fleets of robots, and provide real-time safety
alerts. 634AI and Musashi Al partnered in 2019
- Musashi AI contributed AI visual inspection
capabilities, and 634AI brought to the table its
AMR-related software development knowhow.
Together, they offer AMRs with Al-powered
control systems designed to work alongside
humans in factories. In August 2022, Musashi
Seimitsu Industry placed an order for 200
MAESTRO-powered AMRs, and in April 2023
634AI and Musashi AT announced the global
launch of their solution.
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Market overview

Healthcare

The Japanese healthcare system is sophisticated and
unique in terms of (1) coverage (offering universal
coverage to the 11th most populous country in the
world), (2) market size (third largest market for
pharma, medical devices and IVD in the world),

and (3) nature (strictly KOL-driven, public health
insurance pays for and defines “healthcare”, long
and healthy lifespans, high general health awareness
and a significant portion of the population exercising
regularly, easy access to medical care, no GPs, private
insurance is properly relegated to supplementary
insurance status). The Japanese healthcare system
offers opportunities to companies providing
solutions with demonstrable efficacy/safety.

Japan’s healthcare system is under stress due to

a rapidly ageing population and declining labour
force. The Japanese government is boosting the
development of Al-based innovations to alleviate
the healthcare burden and to empower professionals
to deliver better quality care to patients. The
biggest hurdle in adoption of AI in the healthcare
sector has been the lengthy approval process. In
February 2023, only 30 Al-powered medical devices
received pharmaceutical approval and certification
for practical use. To address this the Japanese
government launched the Digital Transformation
Action Strategies in Healthcare (DASH) for Software
as a Medical Device (SaMD) strategy, aiming to
expedite approval and strengthen support for Al
healthcare tools.

Japan’s Al market — opportunities for UK companies

Key players

Japan is prioritising the following areas for the use
of Al in healthcare:

O Genomics
Image diagnosis support
Diagnostic and treatment support

Drug development

o O O O

Nursing care (i.e. dementia)
O Surgery support

The use of Al in drug development is another

hot topic. In 2021, Mitsui & Co established a new
company Xeureka that focuses on leveraging AT and
simulators for drug development. Chugai Pharma

is using AI to improve the probability of success

in drug development. In January 2023, Fujitsu and
Riken announced collaboration to develop an AI drug
discovery technology that can predict structural

changes of proteins from electron microscope images.

The Ministry of Health, Labour and Welfare (MHLW)
announced plans to start AI-powered drug discovery
for cancer and intractable diseases in FY2024.

Opportunity areas for UK companies

Routes to market

Success stories

24

DataRobot (US) and A2 Healthcare
(Japan)

In August 2022, A2 Healthcare - a subsidiary
of ITOCHU - announced a collaboration

with US startup DataRobot to address the
growing demand for real-world data in the
pharmaceutical industry. DataRobot can quickly
create high-precision machine learning models
and offers AI platforms that companies can use
without high-level technology. By leveraging
DataRobot’s capabilities, A2 Healthcare will
provide services for pharmaceutical and
medical equipment companies running
Al-based analysis on medical and health data.

Quiris (Israel) and SoftBank (Japan)

Quris specialises in Bio-Al clinical predictions
— it uses a patented patient-on-chip system and
Al to predict which drug candidates will safely
work in humans. Quris raised GBP 29.3m in
seed funding round led by SoftBank Vision
Fund 2 in December 2022.
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Opportunities for UK companies are in:

O

Healthcare (i.e., public insurance reimbursed
diagnostics and therapeutics):

automated annotation of molecular test results

(e.g., cancer genomic panels, WGS) for clinical
decision support provision and clinician
training

robotic surgical tools
robotic/controlled drug administration

image analysis tools for diagnosis

diagnosis tools: dementia or neurodegenerative

disease diagnosis or detection that can be
mapped to prognosis and therapy

VR and/or cybernetics rehabilitation solutions

digital health apps - limited due to difficulties
in demonstrating efficacy and may be difficult
to monetise

Japan’s Al market — opportunities for UK companies

Key players Opportunity areas for UK companies Routes to market

Preventive medicine and wellness
- consumer wellness apps

- dementia or neurodegenerative disease
diagnosis or detection that can be mapped to
onset

- lifestyle/activity monitors/trackers
Hospital operations

- automated selection of viable fertilised
embryos for implantation (for IVF clinics)

- automated data gathering and QC cross-
checking to prevent human errors

- in-hospital robots

- automated hospital allocation for emergency
patients/ambulances

- automation to reduce workload for healthcare
support staff and improve overall hospital
operations

Research and product development
- drug discovery analytical tools
- target discovery analytical tools
— toxicity prediction tools

- design tools

- AT used together with a medical device (e.g.,
controls for insulin pumps) or IVD

- tools like ePatient platforms
(Non-healthcare) Elderly care

- tracking tools and fall monitors
- robot/Al companions

- mobility solutions

- emergency call and security/anti-crime
solutions
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Cybersecurity

Japan lags in the adoption of cybersecurity measures
and relies on overseas companies for cybersecurity
solutions as it lacks expertise and experience to
develop and source them domestically. With the
rapid spread of generative Al, and additional threats
associated with it, cybersecurity is increasingly
becoming a focus for investment.

The number of cyber-attack-related communications
grew 2.4 times from 2018 to 2022, reaching 522.6 bn
packets according to the National Institute of
Information and Communications Technology
(NICTER). Japan’s Cyber Security Strategy highlights
the measures Japan will undertake in 2022 - 2025:
strengthening of the security of government
agencies’ IT systems, ensuring the safety of critical
infrastructure and R&D in measures against new
threats emerging from the progress of Al IoT and 5G,
research on quantum computing cryptography, and
development of sophisticated solutions to monitor
and analyse cyberattacks.

Japan’s Al market — opportunities for UK companies

Key players Opportunity areas for UK companies

Opportunity areas for UK companies cover the
full spectrum of Al applications in cybersecurity:
malware and phishing detection and prevention, user
authentication, bot identification, spam filtering,
behavioural analysis and passwords. Additionally,
in the last two years, Japanese manufacturers
have started looking into operational technology
(OT) cybersecurity as well. While it is still an
emerging market in Japan, the growing awareness
of cybersecurity threats to factory environments
represent an opportunity for cybersecurity
companies.

14

Success story

CyCraft (Taiwan) and MRI (Japan)

CyCraft is a Taiwanese startup that offers

an Al-powered SecOps platform for digital
forensics, threat detection and response.
Mitsubishi Research Institute (MRI) and
Information Network Engineering & Solutions
(INES) - an MRI Group company - became
distributors of CyCraft’s platform in May 2022.

Routes to market
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Market overview

Financial services

Japan has traditionally been a cash-centric society, but
the percentage of digital transactions has significantly
grown in recent years reaching 36% in 2022. Japan is
also an active cryptocurrency hub with 29 certified
crypto exchanges.

Recent legal changes, including the removal of the 5%
upper limit on investment in technology startups in
2016, provided greater flexibility for Japanese banks
to source technological innovations and contributed
to the growth in the fintech sector. The Japanese
government is looking to extend this exception to
more mature ventures - private SMEs that are more
than ten years old - in 2024. Growing areas include -
digital payments, “buy now, pay later” (BNPL), online
banking, InsurTech, cryptocurrency exchange, non-
fungible tokens (NFT) and cybersecurity.

In 2017, the Financial Services Agency (FSA)
established the “FinTech Proof-of-Concept Hub” that
allows fintech companies and financial institutions

to run PoCs and explore ideas without regulatory
restrictions. The hub has been actively used by Mizuho
Bank, Dai Nippon Printing, Mitsubishi UFJ Trust and
Banking, Resona Bank and SMBC Nikko Securities to
conduct PoCs related to digital ID technologies, ways
to efficiently collect transaction data and other big
data applications.

Japan’s Al market — opportunities for UK companies

Key players

The Japanese financial sector has the highest rate of Al
adoption - twice as high as other industries — mainly
due to the availability of large amounts of data, such as
transaction data. Use cases for Al include automated
credit risk assessment, fraud detection, customer loss
prevention, financial advice and analysis of trading
trends.

Some of the main concerns Japanese financial
institutions are looking to address are related to
personal data (banks have a lot of data but are hesitant
to leverage it because it includes personal information)
and the unstructured nature of the data. Financial
institutions are also eager to explore ways to monetise
customer data, realising the lost opportunity.

Japanese insurance companies are also showing
keen interest in deploying Al solutions. One example
is a strategic collaboration between Aioi Nissay
Dowa Insurance and UK startup Mind Foundry in
developing solutions around mobility, autonomous
driving, climate and the future of insurance. Other
examples include Sompo Japan Insurance introducing
interactive AI at its call centers in January 2024 to
improve response to claims (the solution is capable
of handling 3,000 claims per hour). In October 2023
Mitsui Sumitomo Insurance launched a security
service leveraging cameras and Al to detect home
intruders. Mitsui Sumitomo Insurance has also been
using an Al-based sales support system called MS1
Brain since 2020.

This solution applies AI analysis to uncover potential
needs and suggest insurance products to customers.

Opportunity areas for UK companies

Routes to market
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Market overview

Opportunities for UK Al companies:

O

O

Data cleansing solutions

Automation and AI solutions for back-and-middle
office operations

Open banking solutions to monetise customer
data - Japan doesn’t have many solutions that
address this topic, so companies with experience
and track record overseas will be interesting

O Innovative Al-driven credit scoring solutions

Cybersecurity solutions for online transactions

O Risk management (anti-money laundering, KYC,

market risk solutions)

Al-based recommendations and investment
planning for customers

InsurTech such as Al-based underwriting, risk
management and automated claims processing

Japan’s Al market — opportunities for UK companies

Key players

Success story Q

Mind Foundry (UK) and Aioi Nissay Dowa
Insurance (Japan)

Mind Foundry is a UK startup spun out of the
University of Oxford aiming to solve global
social issues. In 2020 Mind Foundry raised GBP
10.4m in a Series A led by Aioi Nissay and closed
a Series B round of GBP 17.9m in October 2023.
In February 2023 Aioi Nissay Dowa Insurance
and Mind Foundry set up the Aioi R&D Lab in
Oxford as a joint venture to develop real-world
solutions in the areas of understanding driving
behaviour, identifying fraud, optimising pricing,
claims automation and risk management. In
October 2023 Aioi Nissay Dowa Insurance
evaluated Mind Foundry’s solution that detects
cognitive decline in elderly drivers by analysing
telematics data. It can help predict and prevent
accidents and allow Aioi Nissay Dowa Insurance
offer personalised insurance plans.

Opportunity areas for UK companies

Routes to market

Success story Q

SESAMm (France)

SESAMm is a French fintech startup that
specialises in alternative data and AI-driven
investment analytics. SESAMm worked with
Asset Management One (Mizuho Group
company) and Tokio Marine & Nichido Fire
Insurance to create Al analytics models in 2020
and 2021. In December 2022 it was selected in
the Green Finance Subsidy Program for Tokyo
Market Entry (a program run by the Tokyo
Metropolitan Government to attract fintech
startups) and established a Japanese subsidiary
in 2022.

¥ Woemmet @D Intralink

24



Executive summary Market overview

Retail

Japanese companies are actively leveraging Al in

the retail sector. 7-Eleven created a cloud-based
system that applies generative Al to the data from
customer sales, product manufacturers and social
media to capture consumer trends and create new
product recommendations. Lawson and Aeon Retail
are leveraging Al to reduce food waste by monitoring
expiry dates and notifying staff when to apply
discounts to maximise sales. Earth Eyes (a Japanese
startup) and NTT East introduced “AI Guardman,”

a service utilising AI-powered cameras to prevent
shoplifting by identifying potential shoplifters,
potentially reducing theft by 40%. Fujitsu launched a
retail Al solution that analyses in-store behaviour of
customers, creates avatars and customises marketing/
promotional content as people shop.

Japan’s Al market — opportunities for UK companies

Opportunity areas for UK companies include:

O Solutions to prevent food loss, improve and

O Price optimisation algorithms

O Inventory management solutions

O Retail automation through robots and self-

Key players Opportunity areas for UK companies

increase recycling

Customer experience and personalisation
technologies - personalised marketing and
product recommendations

Supply chain optimisation - AI-enhanced supply
chain management, particularly in fast-moving
consumer goods

checkouts and any other innovative Al
applications to improve operational efficiency and
enhance the customer shopping experience

Solutions to match retail workers (for example,
part-timers) with short-term jobs

Technologies to optimise reservations/table
capacity in restaurants

Routes to market
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Marketing

Marketing is another sector that represents
opportunities for UK companies. Examples of
applications Japanese companies are looking for
include:

O Al-driven analytics and consumer insights - real-
time analytics, sentiment analysis, and consumer
engagement tracking

O Content creation and personalisation

O Digital advertising - advanced AI to enhance
targeting, bidding strategies, and ad performance
analysis

Japan’s Al market — opportunities for UK companies

Key players Opportunity areas for UK companies

Success story Q

Realeyes (UK) and NEC (Japan)

Realeyes is a UK startup offering emotional
AT technology that uses advanced facial
recognition to measure customer attention
and recognise emotions when shown various
content. In July 2020, NEC announced

a strategic partnership with Realeyes

to offer an emotion analysis service to
entertainment, media, healthcare, education
and communication industries, by integrating
NEC’s biometric identification and video
analytics technologies with Realeyes’ emotion
analysis technology.

Routes to market
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Agriculture

The rapidly ageing farmer population in Japan is
expected to affect Japan’s food self-sufficiency rate.
Japan is embracing agritech to offset the labour
shortages and Al is one of the technologies that are
being prioritised for use in this industry alongside

IoT, robotics, drones, and sensors. According to Yano
Research Institute, the Japanese intelligent agriculture
market will grow from GBP 85m in 2019 to GBP 238m
in 2025.

Opportunities for UK companies are in:
O Autonomous agriculture machinery

O Drones for checking crop growth

O Smart agriculture

Agricultural machinery manufacturers such as Kubota
have developed autonomous agricultural machinery
leveraging Al and robotics. Autonomy is currently
limited to L2, but companies are anticipating a push
towards L3 and are actively conducting R&D.

Japan’s Al market — opportunities for UK companies

Key players Opportunity areas for UK companies

Autonomous agricultural machinery covers the
following six machines, and the opportunities for UK
companies represent collaborations with companies
like Kubota, Yanmar, Iseki and Mitsubishi Mahindra.

O Tractors (that run automatically using satellite
positioning information)

O Self-propelled agricultural machinery for tea
plantation management

O Rice transplanters (that use satellite positioning
information for automatic traveling)

O Self-propelled mowers (that use satellite
positioning information for automatic operation)

O Self-propelled small general-purpose carts (that
automatically travel using satellite positioning
information)

O Combines (that use satellite positioning
information for automatic operation)

Smart agriculture is another area of opportunities for
UK companies. The Japanese government developed
an agricultural data collaboration platform called
“WAGRI” in 2019 to facilitate public-private data
collaboration. Examples of AI applications in this
field include crop growth prediction, market price and
demand detection models, plant growth models, and
crop damage prediction.

Routes to market
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Routes to market

The Japanese market is
perceived to be difficult to enter,
and Japanese companies are
seen as being slow-moving. This
is largely true. However, once
you develop a relationship with
a Japanese company, it tends to
be long-lasting and Japanese
companies are not simply
swayed by cheaper vendors.
Japan looks for best-in-class
solutions. The Japan market

has a long memory and values
commitment, so it is important
to get it right the first time, as
Japan is not usually forgiving of
companies seeking to re-enter
the market after a half-hearted
initial attempt.

Japan’s Al market — opportunities for UK companies

Key players

The steps to entering the Japanese market are similar
for any market expansion, however, there are some
Japan-specific factors to consider, such as:

O Speed - Japanese companies are known to
move slowly. A rule of thumb is to add six to 12
months to your usual sales cycle when setting
expectations.

O Q&A - before choosing a new solution to deploy or
resell, Japanese companies need to assess all risks
and understand the exact response procedures
in case of an incident. This involves an extensive
Q&A including low-probability hypothetical
scenarios, which requires a lot of patience from an
overseas counterpart.

O Track record - Japanese companies usually
avoid being the first movers in deploying a new
technology even if it is widely used overseas.
Therefore, identifying and securing your first
Japanese customer is crucial for success in the
market.

Opportunity areas for UK companies

Routes to market

O Decision making process - Japan follows a

bottom-up decision-making process that involves
acquiring approvals of various departments
(“ringi”) and is based on a consensus. It can be
beneficial to also include a top-down element
when introducing new solution to a Japanese
company but be prepared to be referred to a
technical team to go through the evaluation and
“ringi” process after that.

O Language - only a small portion of people speak

English, but reading ability is significantly higher
than speaking. This is also something to consider
for pre- and post-sales support — in most cases

a technical support in Japanese in local time is
required.
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Market overview

Market research

A company seeking to enter the Japanese market will
require a good understanding of the industry needs
specific to its product and the competitive landscape.
There are services offered by the UK-APAC Tech
Growth Programme that can help you understand the
market. Japanese government agency JETRO can also
provide information for overseas companies looking
to enter the market. During the COVID-19 pandemic
many trade shows had a virtual component, which was
a useful way for overseas companies to get a better
feel for the local market. However, this is no longer as
common as trade shows return to their face-to-face
format. It can be worthwhile looking for Japanese
trade shows and conferences that have a virtual
component to gather information on the competition
and to get an early sense for the interest in the market.

Japan’s Al market — opportunities for UK companies

Key players

Exploring opportunities

The next step is to visit Japan and validate the
opportunity through direct conversations with
Japanese companies. In the aftermath of COVID-19,
Japan has become more open to online meetings, but a
physical visit to Japan and face-to-face conversations
with the stakeholders are necessary to gauge real
interest and start building relationships. A Japan visit
can be done as part of a mission organised by the UK
Embassy (as a stand-alone event or in conjunction
with a trade show), independent self-organised

visit, or a visit planned by a partner. Other options
could include joining open innovation programs of
Japanese companies, partnering with an accelerator, or
attending a conference.

It is increasingly possible to conduct initial meetings
in English - especially if you are speaking with the
innovation team - but discussions with business
decision makers typically require Japanese language
skills. Therefore, it is best to either have a person on a
team who speaks Japanese, hire an interpreter for key
meetings, or later down the line, leverage the language
capabilities of a partner.

Preparing Japanese materials or taking time to localise
your solution ahead of time is helpful but is not
obligatory.

Opportunity areas for UK companies

Routes to market
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Market entry strategies

Initially a UK company can explore opportunities
while overseas, but it is recommended to establish
local presence in a form of a partner or a local entity to
effectively drive discussions with Japanese companies.
Having in-country representation also shows
commitment to the market which is highly valued by
Japanese companies.

Establishing a Japanese entity from the start can be
risky and time consuming. It is more common to start
by appointing a local partner while continuing visiting
Japan to progress other discussions. Partner can also
provide first-level in-country technical support, the
absence of which can often be a deal-breaker.

Distributor

Distributors can help facilitate a company’s Japan
market entry through access to a wide customer
network, can help manage relationships and provide
technical support to customers. A company seeking to
enter the market will need to invest time to identify
the right company to partner with, and then to train
that company.

Japan’s Al market — opportunities for UK companies

Key players

It is important to validate that the existing customer
base of a potential partner already includes your
priority target customers as, particularly in Japan,
distributors tend to focus on relationship management
and inside sales and are unlikely to develop
opportunities with companies not already customers
for other solutions.

It is also important to choose a partner with

experience selling products of a similar type (software
vs hardware vs services), as Japanese companies often
struggle to apply sales knowhow in an unfamiliar area.

Many overseas companies target trading companies

as potential partners due to their language capabilities
and wide customer network. It can be a good strategy
depending on your product, but it is important to note,
that trading companies usually have low technical
capabilities — enough to be a first point of contact for
technical support, but not sufficient to drive pilots or
commercial deployments.

System integrators are an important type of partner
to consider. Few Japanese corporates have in-house IT
capabilities and tend to contact system integrators for
consultations and deployment of IT systems and new
solutions.

Opportunity areas for UK companies

Routes to market

System integrators may have relationships with
multiple vendors to select the best solution for the
needs of its customers. While they may not be the
best candidate for primary distribution/reseller in the
market, having a large system integration partner is
extremely beneficial for customer discussions and
raising your profile in Japan. System integrators are

a great partner if your product can be added to their
wider solution/service offering. In this case the system
integrator will actively promote your solution, lead the
deployment, and provide technical support.

Separately engaging a sales agent or hiring an initial
direct employee to develop new business opportunities
for direct sales or passing to distribution partners has
a higher cost of sales but can be transformative in
increasing the effectiveness of distribution partners.

Fumdead
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Joint venture

Choosing a joint venture can be an efficient way

to enter the Japanese market, however it requires
selecting the right partner, determining the structure
of the joint venture and negotiation of terms, and
often takes a long time to form.

Licensing

Licensing and franchising are another partnership
option. The type of licensing will depend on

the company’s product and business model -
technology licensing, which grants rights to use
specific technology, patent licensing that allows
utilisation of patented technologies for a fee, or SaaS
licensing that provides cloud-based software on

a subscription model.

This approach can be the most straightforward as
it can be accomplished without a local partner or
establishing a Japanese entity. However, this often
requires Japanese-speaking staff (or a bilingual
person in Japan) and in-country technical resource
to facilitate the conversations with potential
licensing partners.

Japan’s Al market — opportunities for UK companies

Key players Opportunity areas for UK companies

Agent

Another market entry option is to appoint a sales
agent — an individual or an organisation - to carry
out business development activities and negotiations
locally on your behalf. The advantage of this option
is that it offers in-country support and helps to
effectively manage relationships and business
discussions with Japanese companies and can be
augmented or replaced by hiring local staff. This
approach is particularly suitable for companies
offering complex solutions that require extensive
communication with the overseas teams.

Appointing a sales agent to
carry out business develoment
activities is particularly
suitable for companies offering
complex solutions or any
solution that requires extensive
communication between
Japanese customers and the
company’s overseas teams.

Routes to market
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Setting up local entity

Japanese companies value local presence and localised | | |
information provided by foreign companies, so it is _jqp.q.n values local presence
recommended to establish an entity in Japan once so it is recommended to set

initial business and relationships have been established. up a local enﬁfy once initial

There are several types of entities a UK company can business and rel a’rionships have
choose from. . .

been established. The main
types of entities an overseas

Representative office is the basic form of in-country company can choose from
representation and a good option for the first stage are represen’ra’rive office
of market entry. It can perform tasks like market . g

research, information gathering, purchasing, and and SUbSIdlary’
advertising, but cannot engage in sales activity.

Establishing a representative office does not require

formal registration, but requires support from the

company’s main office or the local representative on a

personal basis to open bank accounts or rent property.

Representative office

Subsidiary

Local employees prefer to be hired by a Japanese
entity; therefore, it is recommended to establish one
when hiring in Japan. A foreign company can choose
between a joint-stock corporation (Kabushiki-Kaisha
(K.K))) or a limited liability company (Godo-Kaisha
(G.K)). There are service providers that assist with the
legal procedures and registration - the process usually
takes six to eight weeks and costs GBP 7,000 - 8,000.
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Receiving investment

Seeking investment from a Japanese VC or corporate
and leveraging its connections to secure initial deals
is another strategy a company seeking to enter the
Japanese market could explore. Below is a list of VCs
investing in AI technologies that are known to target
European startups.

Japan’s Al market — opportunities for UK companies

Key players

Opportunity areas for UK companies

Japanese VC funds investing in Al

VC fund

Global Brain

Innovation Network Corporation

of Japan

UTokyo Innovation Platform

Daiwa Corporate Investment

Globe Advisors

Shinsei Corporate Investment

Sansei Capital Investment

MIRAISE

KDDI Open Innovation Fund

Investment focus

Software, IT, Al

Manufacturing, software,
robotics

Biotechnology, medical,
healthcare

Task management, software,
internet

SNS, Al, content

IT, internet, software

Content, medical, biotech

Apps, healthcare, software

Software, internet, mobile

SeriesAorB

SeriesAor B

Seed, series A

Seed, series A

Seed, series A

SeriesAor B

Series Aor B

Pre-seed, seed, series A

Series Aor B

Routes to market

Focus countries

Japan, UK, US

Japan, UK, US

Japan, UK, US

Japan, France, Singapore

Japan, Switzerland

Japan, India, Belgium

Japan, Belgium

Japan, Estonia, US

Japan, US, Germany
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Relevant trade shows and events

Summary

Brings together an international community of experts for
International Conference on Inno- 16 - 18 Mar 2024 discussions on cutting-edge research findings, future de-
vation in Artificial Intelligence (Tokyo) velopment perspectives, and innovative applications of Al

mechatronics, robotics, control, and automation

24 - 26 Apr 2024

Al & Business Automation Expo (Tokyo) Part of Japan IT Week, showcases business automation
P 23 - 25 Oct 2024 solutions, including Al technologies, RPA and chatbots
(Osaka)

Part of NexTech Week Tokyo Expo, bringing together

22-24 May 2024 cutting-edge technologies including Al, blockchain, and

Al Expo Tokyo

(Tokyo) quantum computing
Interop Tokvo 12 - 14 June 2024 Showcases the latest ICT and its solutions. Major themes in
p Toky (Tokyo) 2023 included Al/loT and edge computing.
Manufacturing World 19 - 21 June 2024 Focus on digital fransformation services for manufacturers
9 (Tokyo) including factory automation, factory DX and loT
9 - 11 Oct 2024 Comprised of three shows - (1) BioJapan, (2) Regenerative
BioJapan (Yokohama) Medicine Japan, and (3) health TECH Japan, which aims to
seamlessly integrate digital technology and life sciences
Part of Automotive World Expo, covers automotive electron-
Autonomous Driving Technology  Jan 2025 ics, connected car technologies, autonomous driving, EV/
Expo (Tokyo) HV/FCV, lightweight materials, processing technology, and

Maa$S

Source: Intralink research
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About this report

The following report is prepared
as part of the UK-APAC Tech
Growth Programme by Intralink
Limited.

Exchange rates used in the report

GBP 1= JPY 186
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About Intralink

Intralink is an international business development
consultancy specialising in Asia.

Its mission is to accelerate companies’ growth,
innovation and green transition through cost-effective,
results-driven global engagement.

The firm has 140+ multilingual employees across
15 offices in Japan, South Korea, China, Taiwan,
Singapore, the US, the UK, France, Poland, and Israel.

Its teams on the ground in Asia - immersed in the
business practices, cultures and customs of their
markets — enable western companies to grow sales and
forge partnerships in the region.

Renata Naurzalieva

Ashley Hudson

Project Coordinator Director of Operations

They also help Asian corporates to harness the power
of global innovation and governments to grow their
exports and attract foreign investment.

Intralink is different from other consultancies in not
just developing the right strategies for its clients, but
taking a hands-on approach to generating commercial
outcomes.

Intralink’s clients range from startups to
multinationals in the medical, energy, automotive,
digital media, aerospace, software and other high-
growth sectors, as well as government bodies. Many
of these organisations are addressing the world’s most
pressing social and environmental challenges - and
Intralink believes that cross-border collaboration will
deliver a more prosperous, sustainable society.
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About the UK-APAC Tech
Growth Programme

The UK-APAC Tech Growth Programme is a
government-backed initiative to support the UK’s
most innovative tech companies’ expansion in the Asia
Pacific region.

It spans eleven markets: Japan, Korea, Taiwan,
Singapore, Vietnam, Malaysia, the Philippines,
Thailand, Indonesia, Australia and New Zealand.

Any UK-headquartered technology startups and
scaleups keen to develop opportunities in APAC are
eligible for the programme.

Japan’s Al market — opportunities for UK companies

The goal is to set the companies up for APAC success
by helping them:

O Understand if there is an opportunity — and learn
how to approach the region

O Validate which potential customers and partners
will be interested in their technology — and get the
customers’ eyes on their product

O Accelerate in-market opportunities, secure
partnerships and lay the foundations for
commercial success in the target market(s)

Depending on the participants’ readiness level, they
can be selected for a wide range of free or subsidised
activities — from business matching with major
corporates to overseas missions, pitch events and
bespoke in-market business development initiatives.

The programme is a joint initiative led by the
Department for Business and Trade, the Department
for Science, Innovation and Technology and Intralink.

¥ Woemmet @D Intralink
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