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This study is an empirical research aimed at elucidating the existence structure of small wineries
in Japan's emerging wine regions.

The Japanese wine industry has a long history. With the signing of trade treaties with five
Western countries in 1858, many people from abroad came to Japan, which increased the
demand for wine, and the wine was first produced from wild grapes in Kofu in the Meiji era and
commercialized in 1874. The Japanese sake brewing industry began with the brewing of sake and
shochu (distilled spirits) before the Meiji era, and since the Meiji era, beer, whiskey, and wine
have also developed. Beer and wine began to be brewed at about the same time, and from
around 1877, the volume of beer shipped increased steadily, the price became cheaper, and
consumption increased. As for wine, the Meiji government encouraged grape cultivation and
winemaking, especially in Hokkaido and Yamanashi prefectures, but the wine industry declined
due to the unsuitability of European grapes for the Japanese climate and the immaturity of
winemaking techniques. Consumption of wine expanded after the liberalization of foreign wine
imports in 1970 following a period of infancy, but today, 66% of the wine distributed in the
Japanese domestic market is imported, and only 34% is produced domestically.

Among the 34% of wines produced in Japan, 29% are made from overseas materials or blends of
overseas and domestic materials, and only 5% are “Japanese wines” (made from 100% domestic
grapes and produced in Japan). In recent years, however, improvements in wine grape varieties
and cultivation techniques have been made to better suit Japan’s high rainfall and small daily
temperature differences, and internationally acclaimed wines are now being produced. In addition,
with the focus on “Japanese wine” as a new regional specialty, deregulation and support
measures by local governments, such as “special wine zones,” are being implemented to develop
wine production areas. The share of wine in the consumption of brewed liquors (beer, sake, and
wine) has grown from 1.5% in 1992 to 11.9% in 2019, and regional revitalization is expected
through the promotion of wineries, that is, winemakers who brew using homegrown grapes. The
number of such wineries has almost doubled, from 175 at the end of September 2010 to 331 at
the end of March 2019. However, there is an issue in that small-scale wineries with a production
volume of less than 100 kl account for 85% of all wineries (Liquor Tax Division, Taxation
Department, National Tax Agency, FY2018), and 98% of them are loss—making or low—profit
enterprises.

The following are some examples of research on wineries in Japan to date. Harada (2017)
discussed the actual state of the Japanese wine industry and the importance of wineries in the
social sciences. Fukuzaki et al. (2021) clarified the process of production area formation in Tomi

City, Nagano Prefecture, where the concentration of wineries has rapidly developed. Musha
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(2016) elucidated the present status of the sixth industrialization of wineries in Hokkaido, while
Ishikawa (2020) and Ishikawa and Kurotaki (2021) clarified the historical development of the wine
industry and the challenges facing the region in terms of winery management. All of these
previous studies are important works on the wine industry and the formation of wine regions, but
there is a lack of research on the actual situation of small-scale wineries, which are important
players of “Japanese wine.”

This paper extracts the characteristics and issues of the wine industry in Japan based on a
bibliographic research, a questionnaire survey of wineries in the three major wine producing
regions in Japan (Yamanashi, Nagano, and Hokkaido), and an interview survey with wineries in
Hokkaido. After clarifying the process of wine production and the actual state of winery
management in the three major wine producing regions that account for 70% of Japan's wine
production, this study attempts to empirically clarify the existence structure of small-scale
wineries in Hokkaido, an emerging wine producing region, and the challenges of sustainable
management of small-scale wineries.

This study consists of five chapters, each of which is outlined below. In Chapter 1, the historical
development of the Japanese wine industry is outlined. Chapter 2 clarifies the characteristics of
the Japanese wine industry centered on major winemakers who, due to the shortage of raw
material grapes, imported concentrated grape juice from overseas and made it in Japan, or
imported the wine itself and bottled it in Japan. Chapter 3 provides an overview of the historical
development of wine—growing regions and industrial promotion measures in Yamanashi and
Nagano prefectures as traditional wine—growing regions and Hokkaido as an emerging wine—
growing region. In Chapter 4, a questionnaire survey is conducted in the three prefectures to
ascertain the actual state of business operations and issues, and to identify items necessary for
the formation of wine—producing regions. In Chapter 5, all wineries in Hokkaido, an emerging
production area, are surveyed (as of 2019), and issues for the sustainable management of small
wineries are discussed. The final chapter provides a comprehensive discussion on the prospects
for Hokkaido to maintain and develop as a “Japanese wine” production region in the future,
based on the points clarified in the above research.

The following six aspects have been revealed in this study.

First, the Japanese wine industry has historically been a “large company—led, overseas raw
material dependent” industrial structure. To be specific, wine production was initiated by the
government under the initiative of the Meiji government’s industrial development program, and
was later transferred to the private sector following the government’s austerity measures, but
the era of artificially sweetened grape wine as represented by “Akadama Port Wine” lasted for a
long time. The liberalization of foreign wine imports in 1970, along with the westernization of

food, led to a sudden increase in wine consumption, however, the production of raw material
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grapes could not keep up, and major wine makers were inclined to rely on foreign raw materials
(bulk wine and imported concentrated grape juice) for wine production. As a result, there was a
long period of time when people were afraid to mention the ratio of domestic raw materials in
wine.

Secondly, there is the swarming emergence of a completely different type of small winery. This
is due to the fact that local winemaking has come to be regarded as a means of regional
revitalization, and that institutional changes have been made to encourage domestic wine and
facilitate the entry of small-scale businesses. In fact, since the 1980s, there has been a flurry of
small-scale wineries growing their own grapes and making their own wine, and local governments
have been inviting people who want to establish new wineries into their regions, hoping that it
will lead to regional revitalization. From 2000 onward, along with local production for local
consumption, food processing materials have also become more oriented toward domestic
production. In 2003, the “Special Zones for Structural Reform” program was enacted, and one of
the biggest deregulation measures related to wine production was the “Special Wine Zone”
(2008), which drastically lowered the minimum production volume for obtaining a sake brewing
license. In 2015, the National Tax Agency established the “Quality Labeling Standards for
Manufacturing Processes of Fruit wine, etc.” to clearly distinguish between “Japanese wine”
made from 100% domestically produced grapes and “other wines” (domestically produced, but
made from foreign grapes or blended with domestically produced grapes), which became
effective in 2018. These are the policy reasons behind the recent surge in small wineries.

The third is the “two—tiered structure of the wine industry.” In other words, the industrial
structure of the wine industry is transforming into one in which major wine manufacturers, which
mainly produce low—priced wine as an everyday product, and small wineries, which produce
unique wine as a luxury item, are not competing with each other, but each of them is gaining
different buyers and coexisting with each other.

Five major wineries, which produce more than 5,000 kiloliters of wine per year, account for about
75% of the total domestic wine production in Japan, and about 300 companies account for the
remaining 25%. Due to the shortage of raw materials such as grapes, the five major wine
manufacturers are expanding the scale of their business by blending their wines with Japanese
wines, either by importing concentrated grape juice from overseas and brewing it in Japan or by
importing the wine itself and bottling it in Japan. The use of imported concentrated fruit juice by
the five companies is 95%, due in part to the fact that it is difficult for the brewers to have their
own farms due to regulations under the Agricultural Land Law, it is difficult to increase the
production of raw material grapes, and contract growers are not positive about producing

inexpensive wine grapes.
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On the other hand, customers who purchase wine as a luxury item tend to purchase high unit
price products from unique small wineries that use domestic grapes.

Fourth, there is a difference in the production process of the three regions that produce 70% of
Japan’'s wine (Yamanashi, Nagano, and Hokkaido).

Yamanashi Prefecture has been planting mulberry trees for sericulture and fruit trees on land
unsuitable for rice paddies since the Edo period. In the Katsunuma region in particular, the
prefecture noticed grapes that had traditionally grown wild, and wine production began in the
Meiji period as part of the prefecture’s efforts to promote industrial development. Today, it is the
number one wine producing region in Japan, producing over 30% of the country’s total wine
production. Nagano Prefecture expanded its agricultural land with the advent of the Meiji era,
and land unsuitable for rice paddies was encouraged to grow grapes and mulberry as part of the
promotion of industrial development. In the early Showa period, the factories of Kotobukiya
(current Suntory) and Daikoku Budoshu (current Mercian) were invited to the area, and a system
was created in which grapes grown by local farmers were brewed into wine by the two major
companies, and the area is now the second largest wine—producing region, producing about 25%
of the country’s wine. In Hokkaido, the pioneers began cultivating grapes and producing wine, but
the cold climate made it unsuitable for the cultivation of European grapes, and the industry was
eventually abandoned. In 1960s, a public winery was established, and wine production resumed,
and since 2000, due to the climate suitable for grape cultivation, the low unit cost of vineyard
land, and the ease of securing the necessary land, production areas have rapidly developed.
Currently, it is the emerging production area, the third largest, producing about 15% of the
country’s wine. Fifth is the diversity of winery business operations in Japan. The following
findings are made clear. (1) Business situation differs depending on the size of the self-managed
vineyard area and the number of years since the start of cultivation. In Yamanashi Prefecture, a
traditional wine—growing region, the area of vineyards under the company’s control is small and
fragmented, and wine is produced by purchasing raw material grapes from other vineyards. On
the other hand, Hokkaido, an emerging wine production area, has a large area of vineyards under
their management, but for reasons such as insufficient grape growth, they are not able to
harvest enough grapes from their own vineyards and tend to purchase the shortage from other
growers. Nagano Prefecture, with its mix of traditional and new production areas, has the
characteristics of both Yamanashi and Hokkaido. (2) Cooperation between industry, government
and academia is important for grape cultivation and winemaking, and while Yamanashi and
Nagano prefectures are making progress in this area, Hokkaido faces the issue of a lack of
accumulated knowledge and technology due to the absence of major manufacturers and a lack of
research institutions, including universities. (3) The top motivation for starting a business is “the

founder's dream or purpose in life”, which is a common characteristic among the three
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prefectures, and is especially noticeable for wineries that started up after 2000. (4) Differences
in management policies are observed in each prefecture, with half of the wineries in Yamanashi
and Hokkaido preferring to “maintain the status quo” and 60% of those in Nagano preferring to
“expand the scale”. (5) Export intentions are more than 20% in Yamanashi and Nagano
Prefectures, but less than 10% in Hokkaido, indicating a difference in business policies between
traditional and emerging production areas.

Sixth, the characteristics of small wineries in Hokkaido, an emerging winemaking region, are as
follows. (1) The main purpose of winemaking for newcomers is not the pursuit of profit but the
realization of their dreams and fulfillment. (2) Many wineries are diversifying their business (sixth
industrialization, tourism farms, etc.). (3) There are incubators, which can be said to be the
driving force behind the formation of wine—growing regions, and they have functions such as
providing cultivation guidance to newcomers and sharing techniques for grape cultivation and
winemaking through contract winemaking. Although many of the newcomers are facing challenges
in terms of financing, they are developing their businesses in a variety of ways, emphasizing
technological improvement, succession training, and the promotion of wine culture in order to
achieve sustainable management in the future.

From the above analysis, it can be concluded that entrepreneurship motivated by dreams and
fulfillment before profit can be established, as can be seen in the development of small-scale
wineries in Hokkaido, and that the entrepreneurial method of small-scale wineries can be
effective as a new method of regional economic revitalization in Japan. On the other hand, it
became clear that although wineries are diversifying their business and mutually supporting and
cooperating with each other in terms of technology, they are still weak in terms of resources
such as capital and facilities. Therefore, in order to establish and develop as a wine—growing
region, it is necessary to establish a support system such as technical support for viticulture

and winemaking through industry—government—academia collaboration.
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