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Cultural products have increasingly emerged as pivotal assets in international
trade, moving beyond symbolic roles to directly boost national competitiveness.This paper
explores Japanese animation as a case study in cultural diplomacy, highlighting its role as an
entertainment, diplomatic instrument, and commercial industry. The analysis proceeds in
three steps: first, situating anime within theoretical debates on culture and trade; second,
evaluating the Cool Japan initiative as a policy vehicle; and third, tracing economic
transmission mechanisms, including export revenue, tourism, merchandising, and fan-driven
economies. The findings indicate that anime has broadened Japan’s soft power reach while
generating substantial economic returns—¥3.346 trillion in 2023, with overseas markets
outperforming domestic consumption for the first time. Persistent challenges include
revenue concentration in intermediaries, risks of cultural homogenization, and intensifying
competition from Korea and China. The paper concludes that cultural products are now
embedded in economic modeling and policy frameworks, redefining the boundaries between
trade and diplomacy.
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The 20th century’s global power structure was primarily shaped by industrial output, military
capability, and strategic alliances. By contrast, the 21st century has elevated attraction to a subtler
yet equally consequential source of influence. Joseph Nye introduced the term “soft power” to
capture a nation’s capacity to shape preferences through culture, values, and institutions rather than
coercion. Although widely adopted, the concept’s tangible economic effects are most clearly
observed through specific cultural products [1].

Japan offers a compelling illustration. Post-war pacifism, codified in Article 9 of the Japanese
Constitution, constrained Tokyo’s projection of hard power. In response, the state and industry
invested in cultural exports—including food, fashion, design, and especially animation—that
gradually reshaped international perceptions. From Astro Boy in the 1960s to contemporary
franchises such as Demon Slayer and Spy x Family, anime has expanded into a global industry
valued at nearly US$20 billion annually [2]. In 2023, domestic revenue reached ¥1.624 trillion,



while overseas revenue rose to ¥1.722 trillion, marking the first time international earnings
surpassed domestic consumption [3].

This paper contends that anime exemplifies how cultural products operate as strategic assets
within international trade. The analysis unfolds in three stages: theoretical framing within soft power
and cultural diplomacy; assessment of Japan’s cultural trade policies, particularly the Cool Japan
initiative; and examination of direct and indirect economic transmission mechanisms, including
exports, merchandising, tourism, and fan-driven economies. It also scrutinizes tensions between
commercial imperatives and creative authenticity, and between national strategies and grassroots
fandom.

2. Cultural products and national competitiveness
2.1. Soft power and cultural diplomacy

Nye (1990) argues that the most effective form of power is the capacity to make others “want what
you want.” Within this framework, cultural products function as persuasive instruments that avoid
coercion [1]. Clarke further maintains that cultural diplomacy operates as identity projection: culture
facilitates dialogue while simultaneously serving strategic self-representation [4].

Anime demonstrates these dynamics clearly. Its narratives often encode distinctly Japanese
values—perseverance (as in Naruto), environmental harmony (as in Princess Mononoke), and the
hybrid modern-traditional aesthetics (as in Your Name). Such stories resonate globally, shaping
perceptions of Japan as innovative, creative, and culturally rich. A 2022 survey by the Japan
Foundation reported that 63% of respondents in the United States associated Japan with creativity
and cultural innovation, and this perception correlated with increased consumption of Japanese
products beyond entertainment [5].

2.2. Comparative advantage in cultural trade

Classical trade theory links comparative advantage to factor endowments and production costs.
Japan, however, exhibits a different form of advantage: cultural capital. Over decades, a dense
ecosystem of studios, artists, and production houses has developed, building specialized capabilities
that are difficult to replicate internationally. Anime thus embodies an intangible yet durable
comparative advantage.

Rose’s econometric analysis of roughly 27,000 bilateral trade flows indicates that soft power
measurably affects exports: a one percent improvement in a nation’s global image is associated with
about a one percent increase in exports [6]. Applied to Japan, admiration for anime not only supports
animation exports but also boosts trade in automobiles, electronics, and other goods. For example, a
2021 Gallup survey founds that 58% of American respondents who consume Japanese anime are
more likely to view Japanese brands favorably when making purchase decisions.

3. Cultural products and national competitiveness
3.1. Soft power and cultural diplomacy

Nye posits that power is most effective when others voluntarily align their preferences with yours
[1]. Cultural goods serve as vehicles of persuasion within this logic, reducing reliance on coercive
tools. Clarke expands on this by framing cultural diplomacy as strategic identity performance that
both enables dialogue and advances national narratives [4].



Anime offers a particularly transparent example. Narratives emphasizing perseverance (Naruto),
environmental stewardship (Princess Mononoke), and the fusion of modernity with tradition (Your
Name) have gained global traction. These themes cultivate images of Japan as inventive and
culturally vibrant. According to the Japan Foundation, 63% of U.S. respondents associated Japan
with creativity and cultural innovation, a perception that drives broader consumption of Japanese
goods [5].

3.2. Comparative advantage in cultural trade

Where classical trade models emphasize costs and endowments, Japan’s strength in anime derives
from accumulated cultural capital. A long-standing cluster of studios, creators, and production firms
anchors capabilities that resist easy imitation, forging an enduring comparative edge.

Empirically, Rose shows that better global reputation translates into stronger export performance,
with a one percent image gain roughly matching a one percent export increase [6]. In Japan’s case,
the appeal of anime spills over to other sectors: consumers who engage with anime report more
favorable views of Japanese brands, as reflected in a 2021 Gallup survey.

4. Japan’s cultural trade strategy: policy and practice
4.1. The cool Japan initiative

Recognizing anime’s international potential, the Japanese government formalized cultural exports
through the Cool Japan initiative in 2010. Led by the Ministry of Economy, Trade and Industry
(METI), the strategy sought to leverage popular culture—including anime, manga, cuisine, and
fashion—to enhance Japan’s global brand and stimulate economic growth [7]. To operationalize
these goals, the Cool Japan Fund was established to finance overseas projects such as production
partnerships, themed cafés, and localized merchandise. Between 2012 and 2023, METI allocated
roughly ¥130 billion (US$780 million) to Cool Japan—related efforts covering content promotion
and business support.

Critiques have been persistent. Scholars contend that Cool Japan sometimes lacked strategic
coherence and privileged commercialization over authentic cultural development [8]. Industry
interviews indicate that bureaucratic oversight could slow approvals and limit experimentation,
particularly for smaller studios seeking international distribution. Even so, the initiative raised the
global visibility of Japanese content. By 2020, the Ministry of Foreign Affairs reported that anime-
related exports to North America had increased by 27% compared to 2010, totaling more than
USS$1.1 billion in licensing and merchandise revenue [7].

4.2. Export infrastructure and market adaptation

Anime’s global expansion has depended not only on policy but also on market adaptation and digital
infrastructure. North America has become a major hub for licensing and streaming. Platforms such
as Netflix and Crunchyroll have invested heavily. In Southeast Asia, television syndication has been
central, while European markets lean more on conventions and merchandising.

Digital platforms also accelerated fan-led diffusion. Subtitling communities, fan translations, and
cosplay conventions extended reach and engagement, complementing formal distribution channels
[9]. Data from MyAnimeList suggest that forum-based fan engagement correlates positively with
streaming and merchandise sales, indicating that grassroots participation multiplies economic value.



For instance, merchandise tied to Demon Slayer accounted for 42% of global revenue outside Japan
in 2023, largely driven by North American fan communities [2].

4.3. Policy-industry synergy and limitations

While Cool Japan supplied a policy framework, anime’s globalization reveals the interplay between
top-down directives and bottom-up dynamics. Grassroots activity—including fan art markets and
international conventions—often outpaced state-led initiatives in reach and influence. A 2023 Anime
Expo survey reported that more than 70% of attendees in the United States were introduced to anime
through online fan communities rather than official campaigns.

Policy tools nevertheless matter. Export incentives, production tax relief, and co-production
support strengthened Japan’s presence in North American and European markets. Yet structural
issues remain, including revenue concentration among intermediaries and barriers faced by smaller
studios attempting to secure international licenses [10].

4.4. Integration with broader cultural diplomacy

Cool Japan also illustrates how cultural trade intersects with public diplomacy. Beyond direct
economic metrics, anime serves as a vehicle for positive national branding. Japanese embassies have
coordinated exhibitions and screenings worldwide, often paired with tourism campaigns. According
to the Japan National Tourism Organization, 15% of foreign visitors cited anime as a primary
motivation for traveling to Japan, demonstrating a tangible link between cultural exports and
tourism.

Empirical work supports the claim that cultural goods enhance overall trade performance. Rose
finds that countries with stronger international reputations experience faster export growth, implying
that anime’s contribution extends beyond the content sector. In practical terms, merchandise sales,
licensing fees, and fan tourism collectively contributed an estimated US$6.2 billion to Japan’s trade
revenue in 2023 [6,11].

5. Transmission of economic value
5.1. Direct economic returns

Anime’s economic significance has steadily increased over the past decade. In 2023, the industry
generated approximately ¥3.346 trillion (about US$21 billion) in total revenue, with overseas
earnings exceeding domestic revenue for the first time—¥1.722 trillion abroad versus ¥1.624 trillion
at home [11]. Regional patterns differ: East Asia remains the largest importer—China (including
Taiwan region), South Korea together account for nearly 48% of export revenue—while North
America, though smaller in absolute size, recorded the fastest growth, with streaming subscriptions
up 34% from 2020 to 2023 [2]. Europe, while generating less revenue overall, maintains robust
events and merchandising networks, contributing an estimated US$1.2 billion in 2023 [9,12].
Revenue composition also reveals diversified streams. Parrot Analytic estimates global anime
revenue of US$19.8 billion in 2023, including US$5.5 billion from streaming, US$14.3 billion from
merchandise, and approximately US$0.8 billion from theatrical releases [2]. Merchandise spans
toys, apparel, video games, and themed cafés, illustrating the multilayered economic footprint of
cultural products.



5.2. Indirect spillovers

Beyond direct revenue, anime generates spillover effects across several sectors:

-Tourism: Anime pilgrimage sites associated with titles such as Your Name and Demon Slayer
attract international visitors. The Japan Tourism Agency reported roughly 2.1 million foreign tourists
visiting anime-related locations in 2022, injecting ¥45 billion (about US$280 million) to local
economies [5]. Cities such as Kyoto and Tokyo have integrated anime landmarks into broader
tourism campaigns.

‘Merchandising and IP Extensions: Franchises like Pokémon, One Piece, and Attack on Titan
extend impact far beyond the original content. Video game tie-ins, apparel, collectibles, and
licensing fees added an estimated US$8.4 billion to Japan’s content exports in 2023 [2].

‘Fan Economy: Conventions, fan art markets, cosplay events, and online communities create
parallel economies. Anime Expo in Los Angeles drew more than 120,000 attendees in 2023,
generating approximately US$90 million in local economic activity [12]. Crowdfunding for fan
projects also supports small studios and independent creators, highlighting the participatory nature
of contemporary cultural trade.

5.3. Cultural variables in economic models

Rose's research indicates that cultural goodwill improves export performance, particularly in Japan,
where anime popularity influences consumer perceptions, leading to increased non-cultural exports.
Japan's bilateral exports to North America are higher in countries with anime penetration exceeding
20%, demonstrating that soft power serves as a revenue source and economic lubricant [6].

5.4. Quantitative illustration

Visualization of export trends underscores the convergence of cultural appeal and economic value.
From 2012 to 2023, overseas revenue grew at a compound annual growth rate (CAGR) of 8.7%,
nearly double the 4.2% CAGR of domestic revenue. Streaming subscriptions, merchandise sales,
and indicators of fan participation all correlate positively with this expansion, illustrating the
multiple channels through which anime generates economic impact.

These patterns indicate that anime’s influence extends beyond the content industry. By integrating
public policy, corporate strategy, and grassroots participation, Japan has developed a model in which
cultural products contribute concurrently to GDP, the trade balance, and tourism revenue.

6. Challenges and contradictions
6.1. Revenue concentration

Despite aggregate success, revenue distribution in the anime industry remains uneven. According to
the Financial Times, studios capture less than 10% of international revenues, while intermediaries,
streaming platforms, and merchandise distributors retain the majority [10]. This imbalance threatens
long-term sustainability. Small and mid-sized studios—which produce more than 60% of annual
episodes—often depend on licensing contracts that favor large distributors disproportionately,
limiting reinvestment in quality and innovation.



6.2. Cultural homogenization

Pressure to maximize global appeal can dilute anime’s unique cultural identity. Research indicates
that content tailored primarily for international audiences may simplify narratives and reduce
culturally specific references, risking the erosion of qualities that originally built the fan base [9].
Data on Netflix’s anime portfolio suggest that productions aimed at North American and European
audiences often receive 15-20% lower critical ratings than domestically-oriented works [2]. The
challenge is to reconcile creative authenticity with commercial objectives.

6.3. Competition from emerging markets

South Korea and China have become significant competitors. South Korea’s webtoon-to-animation
pipeline produced internationally successful series such as Solo Leveling, generating about US$220
million in licensing revenue in 2023 [13]. China’s state-supported sector—including franchises such
as The King’s Avatar—has expanded digital reach and merchandise exports, capturing an estimated
USS$1.1 billion in overseas revenue in 2023 [14]. Lower production costs and strong domestic
support underpin these challenges to Japan’s market share.

6.4. Labor conditions

Chronic overwork and low wages persist across Japanese studios. According to the AJA, animators
work on average 55-60 hours per week, with annual salaries between ¥2.8 million and ¥3.5 million
(US$16,500-20,600). High turnover and burnout threaten production continuity and may constrain
Japan’s capacity to sustain quality while meeting rising global demand. These labor conditions
reveal structural vulnerabilities that accompany rapid globalization.

6.5. Policy vs. grassroots tension

Anime’s globalization also reveals frictions between state-led policy and fan-driven diffusion. While
Cool Japan formalized export mechanisms, fan communities frequently spearheaded adoption and
marketing abroad. Surveys suggest that more than 70% of international fans first engage with anime
via online communities rather than official channels [12]. These observations underscore that
cultural products circulate within complex ecosystems where top-down strategies coexist with
bottom-up influence.

7. Conclusion

Japanese animation exemplifies how cultural products have evolved into strategic assets in both
global trade and diplomacy. Anime embodies Nye’s concept of soft power, aligns with Clarke’s
account of cultural diplomacy, and corroborates Rose’s empirical evidence linking cultural attraction
to export performance. Through initiatives such as Cool Japan, the state sought to formalize anime’s
international role, while fan communities expanded its reach through participatory networks.

Economically, anime now generates billions annually, with overseas revenues surpassing
domestic ones for the first time in 2023. Direct contributions include streaming, merchandise, and
theatrical revenues, while indirect effects span tourism, IP extensions, and the fan economy.
Anime-related tourism alone contributed approximately ¥45 billion (US$280 million) in 2022, and
major U.S. conventions generated about US$90 million in local activity.



Challenges persist: intermediaries capture a large share of value, cultural homogenization
threatens distinctiveness, competition from Korea and China is intensifying, and labor conditions
remain fragile. Nevertheless, Japan’s experience demonstrates that culture shapes both perception
and trade outcomes. Strategic deployment of cultural products can yield economic dividends and
enhance a nation’s global image, highlighting attraction as an essential complement to coercive
forms of power.

Ultimately, anime offers both a practical template and a cautionary tale for harnessing culture in
the global economy. By coordinating policy, industry efforts, and grassroots participation, cultural
products can simultaneously shape preference, drive measurable trade outcomes, and strengthen a
nation’s broader competitiveness.
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