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Abstract 

   

  The aging of Japan outweighs all other nations, as the country is purported to have 

the highest proportion of elderly citizens resulting from increase of life expectancy due to 

improvements in medicines and nutrition coinciding with rapid population growth after the 

World War II. The growing share of elderly people coinciding with changes of family 

structure and function, people’s lifestyle, fertility rate, and economic as well as sociocultural 

factors have resulted in a sharp decrease of the traditional three generation households in the 

last few decades. Nation’s rapid declines in mortality and fertility result in increasing public 

expenditure for public social welfare while decreasing tax revenue paid by working 

population. As a result, Japanese social welfare system needs to be restructured, and some 

social welfare programs need to be outsourced to external business entities to correspond to 

the nation’s super aging society.  

In the past, Japanese institutional long-term care facilities largely served for either 

low-income class people or upper-income class people, and majority number of middle-

income class elderly citizens had stayed at home and received family’s living supports.  

However, large number of today’s and future Japanese middle-income class elderly people 

are required to live on their own as a result of complex sociocultural factors, such as decrease 

number of family care taker and changing attitude toward taking care of older parents. 

Besides, elderly abuse problem, forced healthcare treatments, socially abandoned elderly, and 

fraud and dispute by elderly care service providers have been major social problems in long-

term care service business industry. 

 In order to solve the stated problems, Japanese government restructured law and 

regulation standard for elderly housing business served mainly for middle-income class aged-

citizens in 2011. In order to seize a great investment opportunity and public subsidies to 

operate business, numerous business entities from numerous types of industry have entered 

into the elderly housing industry.  

In a short period of time since new system started, some companies gained success, 

while others faced problems and left the industry. This study analyzes the industry’s problems 

and characteristics as well as four case companies from the perspectives of business 

management theory. In this study, industry analysis model is based on Michael Porter’s five 

forces model, and case companies are analyzed using Alex Osterwalder’s business canvas 

model as well as Michael Porter’s SWOT analysis.  



 

 

 

 Based on the study, it is found that delivering right values to target customer groups 

and building key partnerships with local businesses are especially important factors to make 

company’s business model more effective for today’s Japanese elderly housing business. 

Unlike institutional care services provided for socially vulnerable groups in the past, the 

customer groups of elderly housing are middle-income class and have different demands 

toward residential services. Moreover, threat of new entrants of this industry becomes higher 

and industry competition is expected to be growing continuously. Besides, developing unique 

living support services and preventive care services can be major revenue streams of business 

as well as a strong competitive advantage over others. Therefore, developing services from 

customer’s perspective and making a long-lasting relationship become more important to 

operate residential service business for the elderly in today’s changing Japanese elderly 

customer’s demands and industry environment.  
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Chapter 1. Introduction 

1.1 Research Background and Motivation 

Based on the World Health Organization (WHO), the chronological age of 65 years 

old is widely accepted as a definition of ‘elderly’ or ‘older person’ in most developed 

countries because the age is about equivalent to retirement ages in those nations. In Japan, 

this over 65 years old age group used to have a small portion to the total population and 

Japanese government could support their livings through providing various financial 

supports, including public medical insurance, long-term care insurance, pension payment, and 

some public assistances for the low-income people. However, as a result of low birthrate, 

longevity, and aging of large population of baby boomer, it became financially difficult to 

support the livings of elderly people by Japanese government alone, so some of those public 

living assistance services need to be outsourced to private businesses and those fees must be 

paid by civilians.   

An aging issue of Japan is considered to outweigh all other counties, as the nation is 

purported to have the highest elderly citizens proportion among the other age groups. Based 

on a Cabinet Office, Government of Japan’s report, the year of 2015’s elderly population 

whose age is equal to and over 65 had reached 33.92 million which represents 26.7% of 

Japanese population, and this ratio is expected to increase to 39.9% in 2060 (Cabinet Office, 

Government of Japan 2016). Although Japanese elderly population is expected to grow in a 

very rapid pace and the public social welfare system is expected to be deteriorated, there are 

not enough housings with supportive services for elderly people unlike western countries 

such as Denmark and the United Kingdom.  

Extension of average life span of Japanese population also contributed to nation’s 

aging issue which is resulted from advancement of medical technology and improvement of 

public social welfare system as well as nation’s standard of living. In 1990, the average life 
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span of Japanese people was 75.92 years old for man 81.9 years old for woman while the 

average life span increased to 80.79 years for man and 87.05 years old for woman in 2015 

(MHLW 2016). Average life span of Japanese citizens is expected to be risen to 83.55 years 

old for man and 90.29 for woman in 2050 according to the report of the Cabinet Office, 

Government of Japan. Japanese current social welfare system cannot function well because it 

was made during the time when both population and economy were growing, which was 

projected to be operated under one elderly person’s life was assisted by about 6 working age 

people’s tax payment. As a result, the nation’s social welfare service for one elderly civilian 

may be financed by 2 working people’s tax payment in 2020 and 1.3 working age people’s 

tax payment will support one elderly person in 2050 based on government’s estimation 

(Cabinet Office, Government of Japan 2016). 

 

Figure 1.1: Japanese Population Transition 

Source: White Paper on Elderly Care, Cabinet Office of Japan 

(http://www8.cao.go.jp/kourei/whitepaper/w-2015/gaiyou/pdf/1s1s.pdf) 

 

Broadly speaking, there were only three types of residential services for elderly 

people; 1) fee-based nursing home for upper-income elderly citizens that was operated by 

1 http://www8.cao.go.jp/kourei/whitepaper/w-2014/zenbun/s1_1_1.html 

2 http://www8.cao.go.jp/kourei/whitepaper/w-2015/gaiyou/pdf/1s2s_1.pdf 
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private business and 2) public long-term care facilities and 3) medical institution’s bed room 

mainly served for low income elderlies that require free or low-cost service fee. Since those 

public elderly care facilities prioritize the application by low-income people, middle-income 

elderly had few chances to use those services and medical and healthcare treatments’ pricing 

models were also varied based on patient’s income level. Therefore, taking care of aged 

parents at home had used to be a common practice for Japanese middle-income class people, 

which was usually a duty of wife of oldest brother. However, nation’s social thought has 

changed and major number of people are not willing to live with their aged-parents due to 

variety of reasons today while more and more elderly people wish to spend their last moment 

at house instead of a facility or other people’s house (Cabinet Office, Government of Japan 

2016). 

In addition to the shortage of public long-term care facilities for middle-income class 

elderlies, Japanese government has had troubles to finance the social welfare system resulting 

from growth of elderly population under declines of working population and numerous 

inappropriate uses of public social welfare systems. As a solution of nation’s aging issue, 

Japanese government has provided various financial subsidies to private business to help 

them participate in the elderly housing business industry to support their retirement life.  

Due to a number of complex and social factors, the number of elderly housings has 

increased dramatically in Japan since 2011 with new entrants into a market from different 

industry backgrounds aiming to seize a great investment opportunity. Although the number of 

elderly housings has increased in a rapid pace every year, there are numerous problems in this 

industry, including deterioration of business and increasing customer disputes and issues of 

elderly abuses (MHLW 2015). In today’s business environment, a business needs to deeply 

understand how company’s internal resources and external business factors will develop 

unique competitive business model in order to maximize its financial performance.  
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Figure 1.2: Transition of Number of Elderly Housings with Supportive Services  

Source: Federation of Housing & Community Center 

 

Table 1.1: The Number of Registered Elderly Housing with Supportive Living Services  

Source: Federation of Housing & Community Center (2016) 

Area
Building

number

Room

number
Area

Building

number

Room

number
Area

Building

number

Room

number

Hokkaido 412 16,653 Ishikawa 52 1,739 Okayama 106 3,188

Aomori 103 2,517 Fukui 50 1,446 Hiroshima 211 6,879

Iwate 78 1,761 Yamanashi 63 1,258 Yamaguchi 127 3,293

Miyagi 117 3,239 Nagano 102 2,810 Tokushima 67 1,916

Akita 65 1,623 Gifu 97 2,624 Kagawa 68 2,151

Yamagata 58 1,326 Shizuoka 137 4,596 Ehime 150 3,938

Fukushima 99 2,615 Aichi 241 8,341 Kouchi 25 863

Ibaraki 189 4,480 Mie 173 5,049 Fukuoka 206 8,245

Tochigi 124 3,822 Shiga 78 1,962 Saga 21 561

Gunma 155 4,617 Kyoto 114 4,124 Nagasaki 110 2,806

Saitama 330 11,828 Osaka 550 21,371 Kumamoto 108 2,877

Chiba 244 8,634 Hyogo 298 10,902 Oita 67 215

Tokyo 299 11,648 Nara 55 1,884 Miyazaki 29 1,047

Kanagawa 281 10,828 Wakayama 102 2,526 Kagoshima 87 2,120

Niigata 92 2,628 Tottori 42 1,397 Okinawa 75 2,415

Toyama 74 1,794 Shimane 46 1,530 Total 4,177 132,527
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As the industry becomes more competitive and the number of new entrants from 

different industry increases, numerous numbers of unique business models appeared in the 

market to gain a sustainable competitive advantage over other companies. This study mainly 

focuses on analyzing the four types of elderly housings’ business models based on the use of 

several business theories.  

 

1.2 Research Objectives and Questions 

This paper will examine the business models and key internal and external factors of 

four Japanese elderly housing businesses and analyze how industry’s history and Japanese 

sociocultural factors has contributed to the emergence of today’s residential services for the 

elderly citizens. For further understanding of different management methods and developing 

possible strategies as a future reference, each of four case elderly housings has its unique 

business model and service characteristic to satisfy distinct customer segments. Those 

housings’ information was gathered through conducting onsite interviews, telephone 

interview, emails and referring related-articles and public researches and statistical data. 

Based on this analysis, this study proposes possible business frameworks and 

recommendations. This research has the following three main questions: 

1. How company’s business model can create value to today’s elderly people?  

2. How do industry’s environmental factors influence company’s business? 

3. How do company’s resources and expertise develop its competitive advantages over its 

competitors?  

 

Although there are several articles discussing about elderly housing services and 

operation methods for potential entrepreneurs, existing companies, and potential customers, 

there are few researches analyzing and evaluating elderly housing business using analysis 

models of both business model and the relationship of industry’s internal and external factors 
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and today’s company’s businesses.  

 

1.3 Research Procedure  

This paper begins with the discussion of research motivation and its purposes, and 

introducing literature reviews that discuss Japanese industry background and the analysis 

model using nine business blocks which proposed by Osterwalder and Pigneur (2010). Based 

on the analysis model, four different companies’ business models and their internal and 

external factors are analyzed. Based on the analysis of the stated four companies, the research 

results are summarized and conclusions and recommendations are proposed as references for 

potential investors who plan to start residential service business for the elderly.  

Research Motivation 

Research Question and Objectives 

Literature Review 

 Industry Analysis 

 Business Model Theory Analysis 

 

Case Study 

 Business model analysis  

 SWOT analysis  

 

 

Summarizing researches 

Recommendation and Conclusion 
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Chapter 2. Literature Review 

2.1 Industry Analysis 

2.1.1 Introduction  

New type of elderly housing with supportive services has started to have high profile 

in Japan since the end of 2011 in order to respond to expected market’s great expansion of the 

residential services for the elderly accompanied with rapid growth of elderly population, 

expected deterioration of public social welfare, and sociocultural changes. This new type of 

housings for the elderly is different from the services dominated the market in the past: 1) 

luxury fee-based nursing retirement homes, 2) public long-term care facilities for the low-

income class, and 3) medical institution’s long-term hospitalization service. In those days, 

middle-income elderly citizens could not use neither of those facilities’ services due to 

several factors such as financial restriction, social prejudice, and poor quality of living 

environment. As a result, middle-income elderly citizens have had few opportunities to use 

those public long-term care facility services and private business owned nursing homes and 

receive living assistances for their daily activities from either family.  

However, the demand toward elderly housing for middle-income elderly people has 

been rapidly growing in today’s Japan due to complex sociocultural factors and expected 

deterioration of public social welfare system which has been mainly used to support aged-

person’s retirement life. As a result, numerous numbers of private business firms from 

different industries entered into this elderly housing industry in order to seize a great 

investment opportunity since 2011. Japanese government’s subsidy programs have also 

contributed to the rapid increase in those business’ participation into the industry as it is 

discussed in the later chapter.  

The following sections will discuss fundamental background information of today’s 

elderly housing, its industry’s background, and how the issues of residential care services for 
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the elderly has led the emergence of new services for the elderly people which had been paid 

less attention.  

 

2.1.2 Study of Today’s Japanese Elderly Housing 

A) Definition of Today’s Japanese Elderly Housing with Supportive Living Services 

First of all, the definition of “elderly housing with supportive services” is specified 

in order to avoid confusion of residential services between fee-based nursing home and 

public long-term care facility which is described as follows:  

Newly established Japanese elderly housing with supportive services is defined as a 

housing which must be a publicly registered barrier-free housing which aims to provide 

secured residential environment for aged-citizens in their accustomed communities through 

coordinating with care facilities and medical institutions (Act on Elderly Person‘s Housing, 

passed April 17, 2011 , joint jurisdiction by the Ministry of Land, Infrastructure and 

Transport (MILT)and the Ministry of Health, Labor and Welfare). The table below shows the 

registration standard to operate an elderly housing which is specified by MILT.  
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Table 2.1: Registration Standard of Elderly Housing with Supportive Services 

 

Source: Ministry of Land、Infrastructure and Transport’s website 

(http://www.mlit.go.jp/jutakukentiku/house/jutakukentiku_house_tk3_000005.html) 

 

 A major purpose of this registration standard listed above is aiming to prevent fraud 

and misunderstanding regarding the leasing contract between service user and provider since 

the issue of forced deportation of room without resident’s consent, forced usage of 

unnecessary services to residents, and monetary issues happened in the past.  

 As the table shows, there are no restriction on participant’s business service types to 

start the residential service, so any companies are accepted to engage in elderly housing 

business as long as their residential services and structure satisfy the public regulation 

standard and provide at least services of safety-check and living consultation for a resident. In 

Requirement

of residents

1. Single elderly family

   - a person with more than 60 years old or a person in a condition of need for either long-term

care or support

2. Elderly + his/her family (spouse, relative with more than 60 years old, or relative who requires

long-term care or support)

Room size

1. Room size should exceeds 25 square meter in principle

2. Room size with more than 18 square meter is permitted only if there are shared space for living

room, kitchen, dining room, and other spaces

Facility
1. Each room needs to equip a kitchen, flush toilet, storage facility, and bathroom

2. Housing must be barrier-free structure

Service

1. Housing must provide safety-check and life-consultation services

   - Either a staff of social welfare corporation, medical corporation, or qualified housing service

organizaion or a doctor, nurse, care worker, social worker, long-term care specialist, or a person

finished the basic training course of care worker program is required to offer services during

daytime

   - Beside daytime, organizer can outsource the service to an emergency communication system

Contract

1. Contract must be paper-based

2. Housing information must be clearly stated on the contract form

3. Contract must not include a premium agreement and the payment information except security

deposit, rent, service fee, and advance payment fee for service.

4. Contract must not be cancelled without the contractor's agreement due to the reasons of

resident's hospitalization or change in their physical condition

5. Any fees must not be received from residents before housing construction is finished.

http://www.mlit.go.jp/jutakukentiku/house/jutakukentiku_house_tk3_000005.html
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other words, today’s elderly housing has a high degree of flexibility in developing distinctive 

business methods and service models.  

The illustration below shows the basic service system that an elderly hosing should 

develop in order to provide safe and secured residential services for its customers. As it will 

be stated in the later section of this chapter, some services can be outsourced or provided in-

house depending on each company’s expertise and business model to satisfy its customers. 

 

Figure 2.1: Basic Service System of Elderly Housing 

Source: Summarized by the Author 

 

B) Distinctive Characteristics of today’s Elderly Housing with Supportive Services 

Every aged-person might have his/her unique problems in their retirement living and 

seeks for possible solution which can satisfy those distinctive problems. In order to be 

competitive in the industry, each company needs to develop unique services and business 

model that are correspond to its targeting customer segment based on their expertise and 

strengths and analysis of each area’s demographic and geographical factors since each area 

may have different characteristics. Today’s Japanese elderly housing can be broadly divided 

into five types stated as follows (Medical Management Planning Group, 2011):   
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- Independent living housing  

This type of housing might be a potential residential service option for those who 

have few age-related problems but are highly concerned about the security and safety of 

their independent livings. Based on the Comprehensive Survey of Living Conditions 

conducted by Ministry of Health, Labour and Welfar in 2010, approximately 10 million 

households aged over 60 should be categorized into this customer segment (coupled 

household 4.87 million, one-person household 5.01 million) and the number of customer 

segment is expected to be growing in the next few decades.  

The average age of this customer segment tends to be younger than the other older 

adult’s groups and some of this age group are more willing to acquire the services that 

can prevent or extend the potential age-related problems in addition to the security and 

safe living support services. Healthcare services and others can be outsourced to the 

third-parties since those services should not be frequently used.  

- Long-term care intensive housing 

This type of housing mainly serves for the people who require living assistances for 

the activities of daily living. This type of housing is often a secondary option for elderly 

citizens those who are perceived to be disqualified to stay in a public long-term care 

facility due to their income restriction and ambiguous qualification judged by each 

facility based on each elderly applicant’s physical condition, living condition, and 

possession of a qualified caregiver to assist his/her daily activities at home. A public 

research data shows there might be 523,584 people having similar problem in Japan in 

2013 (MHLW 2014).  

 

- Medical care intensive housing  

This housing is mainly for the elderly people who require dedicated medical care 

treatment in order to sustain their lives but they are unable or unwilling to stay in hospital 
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for some reasons. Because Japanese government will abolish the system of medical long-

term stay care sanatorium and rehabilitation centers by 2017 due to increasing financial 

burden for the social welfare. The demand toward this type of medical care intensive 

housing is expected to be increased greatly. However, the government’s policy to abolish 

the long-term stay in the medical institutions receive numerous complaints from both 

civilians and medical institutions, therefore, the future trend of the market and 

government policy change should be paid close attention.  

- Dementia care intensive housing. 

This type of housing is concerned to have a greater demand as a substitute of public 

dementia care facility. This type of care service would be outsourced to private 

businesses in order to cut the social welfare expense for future aging society. Operating 

this type of care facility would be more difficult than the other types of residential 

services for the elderly since a company needs to have adequate level of facility setting 

and dementia care professionals. The risk of lawsuit resulting from resident’s injury or 

disappearance as well as employee’s physical and mental burdens are very high. 

- Composite community-based residential facility  

This type of residential facility has started to be paid a greater attention in Japan as a 

new style of elderly housing in which a number of aging care needs. From assisted 

living, nursing home care, to independent living, the housing possesses all services in a 

single residence to provide lifelong residential service for aged customers regardless of 

changes in physical conditions. In this composite facility, each type of residential 

services is usually provided separately such as on a different floor, in physically adjacent 

buildings, or in an independent building in the close area.  

This type of facility usually provides long-term preventive healthcare services, 

which aims to prevent age-related diseases and extend heathy physical and mental 

conditions, which in turn may result in decreasing multiple different risk factors and 
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causes resulting from diseases for senior residents and potentially decreasing the 

government’s social welfare service expenses as a result of having healthier aged-adults. 

Development of large-scale retirement community also brings a lot of advantages to a 

local community such as creating jobs, increasing population, and regional consumption 

level.  

 

2.1.3 Industry Profile 

A) Industry History Background 

Japanese residential service for the elderly started as a public assistant program since 

the Public Assistance Act 1950.The Act aimed to guarantee a minimum standard of living as 

well as to promote self-support for all low-income people through providing necessary public 

assistance based on the poverty level. In those days, Japan have neither public pension 

program nor social insurance program and it was only a decade after the World War II. 

Therefore, there were numerous numbers of senior citizens who had financial issues and lost 

their children during the great war who customarily took responsibility of taking care of 

elderly parents in Japan. Under the stated circumstances, public living assistance facilities 

were filled with unfortunate elderly people and the word of “socially vulnerable” became a 

commonly-used discriminatory term to describe those people.  

In 1961, universal public health insurance coverage system was founded to enable 

all citizens to receive healthcare services as needed for a uniform co-payment, 50 percent of 

allowed fees. In 1972, free healthcare service system was established and numbers of public 

care facilities and hospital’s bed rooms for the elderly had been developed during this period. 

However, free-medical service system for aged citizens was abolished in 1983 because of 

tremendous increase in public expenditure for the healthcare services while Japanese 

economy changed to stable growth from high growth. Later, Japanese government revised the 

laws for public social welfare programs over time and some public living assistant services 
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were outsourced to the third parties in order to correspond to the changes in time and stagnant 

economy. As time passes, there are numerous numbers of assistance services for the elderly 

were developed by public institutions, medical institutions, and private businesses. Then, 

various social issues started to appear mainly resulting from inappropriate uses of public 

insurance programs by both healthcare facilities and insured aged-adult or his/her family, 

such as “ubasute (literally represents abandoning an old parents)” custom, social 

hospitalization, and elderly abuse. 

Japanese social welfare laws have been revised over times and new types of 

residential services for the elderly appeared and some were disappeared in the market 

because of numerous external and internal factors of the industry as well as residential service 

facilities. Revision of Act on Securement of Stable Supply of Elderly Persons' Housing in 

2011 is the major turning point for Japanese elderly housing businesses. The act abolished the 

systems of three types of elderly housings in order to solve the vagueness as well as 

complexity of old residential service businesses for the elderly which resulted in increasing 

problems and legal disputes between a company and service users. As a result, Japanese 

government modified the regulation standard to operate new type of residential services for 

the elderly and started to offer numerous financial subsidies to stimulate the supply of the 

services in order to correspond to the expected rapid growth of middle-income class aged-

citizens and to suppress public social welfare expenditures through outsourcing some of the 

civilians’ living assistance services to the private businesses. As a result, numerous 

companies from different business industries have entered into the market to seize a great 

investment opportunity as described on Figure 1.2. As the market competition increases, 

developing competitive and unique business model and services became more important than 

ever in today’s elderly housing industry. Based on the assumption of increase in aging 

population, the size of market for the elderly’s nursing care services is expected to increase to 
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15.2 trillion JPY in 2025 from 6.8 trillion JPY in 2007 based on a report by a Mizuho 

financial group (Fujino, 2015). 

 

Table 2.2: History of Japanese Social Welfare Law and Residential Services for the Elderly 

Source: Summarized by the Author 

B) Financial Difficulty for Public Social Welfare Services for the Elderly 

1950 Public Assistance Act

1958 Revision of the National Health Insurance Law

1961 Universal Public Health Insurance Coveral 

1962 Establishment of the Social Insurance Agency

Act on Social Welfare for the Elderly.

- Incentive care nursing home for the elderly (MHLW governed)

- Nursing home for the elderly  (MHLW governed)

- Low-cost social welfare facilitity  (MHLW governed)

- Fee-based retirement home for the upper- income class elderly  (MHLW governed)

1972
Revision of the National Health Insurance Law for the Elderly

- Free medical care for the elderly (Implemented in 1973)

1973 Revision of the Health Insurance Law

1982

Law of Health and Medical Services for the Eldelry

- Abolishment of free medical fee for the elderly (implemented in 1983)

- Started to discuss the shortage of residential service for the elderly

1984

Revision of the Health Insurance Law

- Ten percent cost-sharing by the insured.

- Relaxation of regulations on high-technology health care.

- Introduction of the health care program for retired persons.

- Srarted to increase the number of private  business-owned long-term care residential services

1985
Revision of the Medical Service Law.

– Medical plan by prefecture.

1987 Public silver housing service for the low-income elderly started  (MILT governed)

1989
Ten-Year Strategy for the Promotion of Health and Welfare for the Elderly so-called Gold Plan).

- Public care house service for the independent living elderly started  (MHLW governed)

1991

Revision of the Law of Health and Medical Services for the Elderly.

- Visiting nurse care service for the elderly.

- Increase in public funds for nursing care from 30 to 50 percent.

1992
 Revision of the Medical Service Law.

- Classification of hospitals by function: high-tech hospital, long-term care beds.

1998 Superior rental housing for the elderly started (MILT governed)

2000

Introduction of Long-term Care Insurance for the Elderly

- Increased the number of long-term care beds in medical and healthcare facilities  (MHLW governed)

- Started to appear fee-based retirement home for low-income class elderly  (MHLW governed)

2001
Act on Securement of Stable Supply of Elderly Persons' Housing

- Elderly resident acceptable rental housing started (MILT governed)

2005 Rental housing exclusively for the elderly started  (MLIT governed)

2008 Introduction of Health Care Program for the Elderly aged 75 and over

2011

Revision of Act on Securement of Stable Supply of Elderly Persons' Housing

- Abolishment of "Superior rental housing for the elderly," "Elderly resident acceptable rental housing,"

and "Rental housing exclusively for the elderly"

- Elderly housing with supportive services  started to appear  (MLIT governed)
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Based on government report, over 50% of the public health care expense is used for 

people above 65 years old (MILT 2015). As Figure 2.2 shows, public healthcare expense has 

been continuously rising and the amount is assumed to be increased by two times from the 

current expense although government’s tax revenue is expected to be diminishing as a result 

of decreasing workforce. Therefore, it is no longer possible to fully support citizen’s 

retirement life by public service alone and some of the living support services are required to 

be paid by civilian’s own expense in today’s Japan.  

 

Figure 2.2: Transition of Japanese Public Health Care Expenditures 

Source: Ministry of Health, Labour and Welfar statistic report (2016) 

 

C) Residential Services of Today’s Japanese Market 

 In today’s Japan, there are broadly 11 types of residential services for the elderly as 

described in Table 2.3. Although there seem to have numerous options that senior citizens can 

select based on their requirements, both public facilities and fee-based nursing homes have 

income restrictions that prevents most of middle-income class elderly people from using 

those services. Therefore, living in own home with receiving family’s living assistances and 

long-term care used to be a common practice for them. However, as a result of changes in 
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industry structure, economy, population demographics, and people’s lifestyle, traditional 

social practice became no longer realistic to most of middle-income aged-citizens.  

 

Table 2.3: Summary of Japanese Long-term Care Services and Residential Services 

 

Source: Summarized by the Author 

 

 As stated above, public care facilities are mainly operated for low-income aged-

people and the living costs and service fees of those facilities are largely covered by public 

long-term care insurance. Those facilities’ residential quality is usually low and shared-room 

residential setting are commonly used methods in order to lower operation cost and increase 

efficiency of daily service operations. In order to use those facilities’ services, elderly citizens 

are required to go to local administrative office to apply and public agency examines the 

qualification of applicants based on income level, physical conditions, and family structures, 

etc. Low-income applicants are prioritized to use those services in most cases, and the 

average waiting time to use the facility service from sending application document often 

takes about six months to over one year due to shortage of public care facilities and excess 
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applicants. Based on a report by Ministry of Health, Labour, and Welfare, there were 523,584 

elderly citizens on the waiting list of Intensive care home for the elderly in 2013 (MHLW 

2014) although 8935 facilities have provided the capacity of 538,900 people nationwide in 

2014 (Long-term Care Insurance Planning Division 2015).  

 On the other hand, most fee-based nursing homes have good quality residential 

setting and dedicated long-term care services for their customers. They require high lump-

sum payment, lifelong resident membership right, and monthly residential service cost in 

exchange for gorgeous retirement living. The number of Japanese fee-based nursing home 

had increased rapidly as alternative retirement living options for upper-income elderly people 

since 1980s when the time Japanese economy was rapidly growing and various social welfare 

policies were developed. However, the social image toward a nursing home became poor 

since its unethical business practices were found many times, such as contract fraud, 

mistreatments toward residents, forced medicare treatments to gain public insurance 

compensation, and inappropriate uses of public social welfare programs.  

  Figure 2.3 summarizes potential options that aged-Japanese citizens can choose 

based on their physical conditions. Besides, there are several factors to choose residential 

environment of retirement life such as physiological needs, safety needs, privacy needs, 

economic factor, social needs, esteem, residential quality, and preference of living 

environment. In addition, there are complex sociocultural factors making Japanese senior 

citizens living in their own home more difficult, as opposed to the traditional retirement 

lifestyle. Therefore, an elderly housing with supportive services is expected to be a potential 

solution for aged-Japanese citizens and the industry has grown in a rapid pace.  

 



 

19 

 

Figure 2.3: Elderly’s Residential Service Options based on Physical Condition 

Source: Summarized by the Author 

  

D) Population Analysis  

The aging of Japan is expected to outweigh all other nations as the nation which is 

assumed to have highest proportion of elderly citizens. Based on the 2014 report, 33% of the 

Japanese population is over age of 60, 25.9% are above age of 65 or above (MILT 2016) and 

the elderly population ratio is expected to be risen continuously as a result of sub-replacement 

fertility rates combined with high life expectancy. Both modern Japanese economic and 

sociocultural factors have resulted in the decline in childbirth. Those factors include later 

marriage, increasing woman’s participation in the workforce, small living spaces, poor work-

life balance, a decline in wage and lifetime employment along with a high gender income 

gap, and high cost of raising children (Yamada 2012).  

 Nation’s population aging also makes government to revises its strategies of social 

welfare in order to correspond to the changes on economic and socio cultural factors. As 

stated in the previous sections, more and more older adults are estimated to have independent 

livings as a result of shortage of family’s living supports, who used to be responsible to serve 

an aged-parents’ caregiver. Also, the population aging and decline of the working-age 

population will directly influence the nation’s economy and the solvency of the public 
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pension and healthcare services that are largely provided by the government’s income tax 

from working-age population (Hashimoto 2011). Due to the stated reasons, Japanese 

traditional public social welfare policies are expected to be collapsed or have a major revision 

which would decrease certain amount of financial supports for civilians and abolish some 

public care facilities or care services for senior citizens. Those demographical factor is also a 

part of reasons contributing to the today’s demand growth toward residential services for 

aged-citizens.  

 

Figure 2.4: Transition of Japanese Population Composition 1940-2060 

Source: Ministry of Internal Affairs and Communication, Statistics Bureau 

 

E) Financial Analysis of Japanese Elderly Citizens 

Based on public research report as shown on the chart below, about 48 percent of 

Japanese elderly people have more than 10 million JPY financial savings which is saved 

mainly for the expected uses of medical services and own retirement life as shown on Figure 

2.6. Another research data shows average annual income of Japanese elderly people is about 
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3 million JPY. In addition to the stated income data, elderly citizens can have various types 

of social welfare benefits such as free travel pass and low-cost medical expense 

From Figure 2.5, it can be seen majority of elderly people have a certain level of 

financial savings and secure retirement income which are used for their retirement livings 

and urgent expenditures resulting from age-related health issues. One of important points 

would be developing pricing and revenue making strategies based on consideration of each 

customer group’s financial ability and the usage of public social welfare programs to receive 

compensations for either/both medical and health care services provided for handicapped 

residents. Because of few public restrictions toward managing today’s elderly housing 

business, there are numerous potential revenue streams that can be generated through 

developing and providing the services what customers value and they are not necessarily 

related to living assistance services to some customer groups. 

 

Figure 2.5: Financial Savings of over 65 Years Old Japanese Elderly 

Source: Cabinet Office's report "Research of elderly people's financial savings" 
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Figure 2.6: Elderly People’s Purpose of Financial Savings (Target: more than 65 years old) 

Source: Cabinet Office's report "Research of elderly people's financial savings" 

 

Figure 2.7: Japanese Elderly Citizen’s Average Financial Income 

Source: Cabinet Office's report "Research of elderly people's financial savings" 

 

Table 2.4: Financial Anxiety of Retirement Life 

Source: Cabinet Office's report "Research of elderly people's financial anxiety" 
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F) Public Subsidy Program for Elderly Housing Business  

In order to stimulate the supply of residential services for the elderly in Japanese 

super aging society, Japanese government has provided various financial subsidies to elderly 

housing firms used for their housing construction and operation expenses as well as 

fundraising from the bank since the year of 2011. Increasing in number of private business 

owned elderly housing will not only support citizen’s retirement lives, but also is assumed to 

potentially reduce public expenditures used for aged-citizens’ retirement livings.  

As Table 2.6 shows, public budget financed to support elderly housing business is 32 

billion JPY in 2016 and 1.9 billion JPY in 2015 respectively. Japanese government’s targeting 

number of elderly housing is 4% of total elderly population or about 1.46 million rooms (= 

4% x 36.57 million people aged 65 years old or more, assumption made by Statistic Bureau, 

Ministry of Internal Affairs and Communication) for the elderly by the year of 2025. Based 

on the public report, 208,026 rooms of elderly housing have developed nationwide as of 

October 2016, which is only about 14% achievement rate for the target residential service 

growth. In order to increase the number of nation’s elderly housings for future demand and 

savings of public welfare and healthcare expenditures mainly used by elderly citizens, the 

public subsidies are expected to be provided continuously or increased.  

Table 2.5: Summary of Public Subsidy for Elderly Housing Business 

Source: Publicized Document by Ministry of Land, Infrastructure, Transport and Tourism 
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G) Changes in Awareness of Elderly People toward Elderly Housing 

Today, more and more Japanese people started to be willing to transfer to a certain 

type of elderly housing with supportive services regardless of their physical conditions. One 

of the reasons of today’s demand growth toward independent living-style elderly housing 

would be people’s increasing concern about preventive healthcare, which consists of 

measures for disease prevention, as opposed to disease treatment. Just as a variety of physical 

and mental states influence our health, so do disease and disability, which are encompassed 

by environmental factors, genetic predisposition, disease agents, and lifestyle choices (Hugh, 

1979). 

 Besides, Japanese citizens are expected to accept elderly housing more because of 

shortage of caregivers at home. As people age, they face various types of age-related health 

problems. Those problems are difficult to be solved by themselves alone and they require 

supportive living services by external parties to have secured independent retirement living. 

Therefore, living in an elderly housing are thought to be a common residential method for 

Japanese elderly citizens in near future.  

 

2.1.4 Industry’s Problems to Induce the Demand of Elderly Housing Services 

 This section discusses the problems commonly happened in the elderly housing 

industry in the past and describe how those issues lead to the increase in demand toward 

today’s elderly housing with supportive assistance services.  

 

A) Bipolarization of Residential Services for the Elderly 

By the early 1980s, Japanese public care facilities and medical institutions had 

largely supported socially disadvantaged elderly people. In the early time, Japanese elderly 

care did not exist for commercial purposes, but for providing minimum standard of living for 

socially vulnerable at free or low cost. Due to facility’s and user’s characteristics, the 
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residential quality of public facilities was often hardly acceptable for most general income 

level citizens. In addition, there were increasing reported cases about unethical treatments to 

patients at elderly hospitals and long-term care facilities which will be described in the later 

section.  

During the late 1980s, the elderly residential services started to receive an increasing 

attention as a profitable investment project because of rapid increase in aging population and 

the emerging of above upper-middle income class people during the period of nation’s high 

economic growth. As a result, private business operating fee-based nursing homes became 

more profit oriented and only targeted upper-income class elderly people. They developed 

luxury retirement residential environment with supportive care services while charging high 

service costs to their customers.  

During the 1990s, inappropriate usages of public medical and healthcare insurance 

programs by fee-based nursing homes and medical institutions started to be found nationwide 

and became a controversial social issue. Among them, forced medical treatment toward 

patients was most commonly used revenue making method in those facilities in order to earn 

medical and healthcare insurance compensation. Since patients’ financial burden to use those 

services were low and the service fees were largely covered by public insurance, most 

patients might be less willing to resist those forced care treatments resulting from anxiety of 

losing living places (Yuki, 2011).  

Besides, unethical usages of public social welfare program by publicly unregistered 

nursing homes also became a controversial social issue in the late 1990s. Some unregistered 

fee-based nursing homes provided low-cost or free residential services for low-income 

elderly people or homeless elderly people and forced them to apply for public assistances. 

Their public living assistance subsidies are often a major revenue of those facilities. 

According to a report of Ministry of Health, Labour and Welfare, there were 1650 
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unregistered fee-based nursing homes in the nation in 2015 which was 689 facilities more 

than the previous year. 

As stated above, Japanese residential services for the elderly have been polarized 

and the shortage of the services available for middle-income class households was a major 

problem. In today’s Japanese society, “care for old parents at home,” which was believed to 

be a conventional wisdom and responsibility for children, is no longer a common living 

practice as a result of changes of people’s lifestyle and nation’s socio-cultural factors. 

Therefore, residential services for middle-income class senior citizens are expected to take an 

important role in future Japanese society.  

 

Figure 2.8: Polarization of Residential Service for the Elderly (1980-1990s) 

Source: Yasuhiro Yuki (2011) Japanese care service system p.63 

  

B) Changing Conventional Wisdom of Living with Older Parents   

Although caregiving for aging parents had been considered to be a social virtue and 

responsibility of children to repay an obligation of parent’s supports during the childhood in 

Japan, those kinds of conventional wisdom have been changing and more and more people 
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accept to live separately from children’s family. In the past, sending old parents to nursing 

home or public long-term care facilities might have been seen as unethical, irresponsible code 

of conduct and elderly people living in care facilities were often discriminated as “socially 

vulnerable groups” or “abandoned parents.”  

However, consciousness of today’s Japanese people toward living with their parents 

have been changing and majority number of married couples are unwilling to live with their 

parents due to numerous economic and socio-cultural factors as Figure 2.9 shows. 19% of 

interviewed married couples conditionally accept to live with parents, but they prioritize their 

lives rather than caregiving their parents. Since living with elderly parents may bring higher 

financial, psychological, physical, and other types of burdens to family members and their 

lifestyles than the prosperous times of Japanese economy, demand toward residential services 

for the elderly has been assumed to be continuously growing in Japan.  

 

Figure 2.9: Research Result about Willingness to Live with Parents 

 

Source: MRI Research Associate’s report of Aged Society with Low Birth Rate (2015) 
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Figure 2.10: Consideration Factors to Accept Living with Parents (n=1365) 

Source: MRI Research Associate’s report of Aged Society with Low Birth Rate (2015) 

 

C) Social Hospitalization problem 

Social hospitalization” is a term commonly used to describe an issue of the elderly 

people’s long-term staying at a medical or long-term care facility although his/her physical 

condition does not require further medicare services due to complex reasons (Ito, 2011). As a 

result of the public policy of free-medicare service for the elderly between 1973 and 1983 

and the later policy of low-medicare expense policy for the elderly, more and more elderly 

people were abandoned by their family and sent to a long-term medicare facility and public 

budget expenditures for medicare services has increased year by year. As a result, 232,000 

elderly people whose hospitalization period exceed 6 months was considered to spend public 

medical expenditure of 955.4 billion JPY in 1993, and the number increased to 221,000 

people with public medical expenditure of 1.819 trillion JPY in 1999, and 215,000 people 

with public medical expenditure of 1.569 JPY in 2002 respectively (Niki, 1985 and Hatano, 

2004). This unique social issue of Japan has been developed by several factors as described 

on the illustration below and explained the detail in the following section:  
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Figure 2.11: Japanese Elderly’s Social Hospitalization Factors 

Source: Summarized by the Author 

 

I. Patient’s Factors 

Patient’s factors can largely be divided into two major factors: patient’s physical 

functioning factors and psychological factors.  

- Physical functioning factors 

Difficulty of regular outpatient treatment might contribute to the social 

hospitalization issue even after the recovery of patient’s physical condition. 

Infectious diseases of elderly patients might also be a potential factor to generate 

social hospitalization since they are not able to live with family or to use neither 

public nor commercial residential services. Recent study found elderly people’s 

physical condition and requisite of living assistance might not be a major 

contribution factor of social hospitalization, rather insufficient living assistance 

systems in Japanese society might largely contribute to the problem (Tokuchi et 

al., 2000). 
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- Psychological factors 

Insufficient information regarding physical condition and medicare treatments 

given by a doctor and ambiguous standard of leaving the hospital might also 

generate social hospitalization issue. Those stated issues resulting from lack of 

communication between care givers and patient might result in patient’s 

unrealistic idea toward his or her physical recovery or hospitalization term 

(Moriyama, Iwamoto Hobara & Koyama, 1994；Ichimura and Ishi 2003；

Tadaura, Endou & Ogiwara, 2005).  

Other patient’s psychological factors such as anxiety of independent living 

(Ichimura and Ishi, 2003), loneliness at home (Moriyama, Iwamoto Hobara & 

Koyama, 1994), and anxiety toward activities of daily living without assistance 

(Okumura, Kato, Ikegawa, & Aoki, 1992）might also have strongly contributed 

to increase patient’s willingness of long-term stay at a hospital and over-

dependence on facility’s nursing cares.  

 

II. Family’s Factors 

There are mainly three factors that might have led to elderly people’s social 

hospitalization issue; inability to support elderly family, poor family relationship, 

and family’s psychological burdens explained as follows: 

- Inability to support elderly family  

Due to today’s Japanese nuclear family structure, a caregiver of the patient could 

be a patient’s partner in most cases. As a result, a caregiver might be aged and 

have a certain level of health problem. In fact, there are some cases found that 

elderly patient’s partner’s health condition was too poor to support the patient’s 

daily living activities even if the patient could leave the hospital Tokuchi, 2000).  
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Double-income family as resulting from recent year’s social progress of women 

also might create a shortage of caregiver inside family, which used be regarded 

as a job of elderly people’s oldest son’s wife (Okumura et al., 1992).  

 

- Family’s relationship 

Based on Moriyama and others’ research, patient’s family’s unwillingness to live 

with older family as a result of contemporary people’s egocentric thought might 

have increased social hospitalization problem (Moriyama, Iwamoto Hobara & 

Koyama, 1994). As a matter of fact, a research conducted by Kondo and Adachi 

found proportion of early leave of hospital could be risen by 84% as a number of 

patient’s family member increases (Kondou and Adachi,1999). If elderly patient 

had no family or had poor family relationship, the patient might have a higher 

risk of social hospitalization (Tateishi et al., 2000). 

 

- Family’s psychological burdens  

Although patient’s family might think they would like to support elderly family’s 

activities of daily living, anxiety of caregiving and mental as well as physical 

burdens might potentially result in an extension of patient’s living at the hospital 

(Moriyama, Iwamoto Hobara & Koyama, 1995). Patient’s family’s 

consciousness of social appearance would also lead to patient’s long-term stay at 

hospital since the family could avoid being perceived as unethical children 

although they could abandon the customarily regarded common practice as 

children. Therefore, some patient’s family sent their parents to the medical 

institution for a long-term living instead of sending them into a long-term care 

facility or a nursing home (Takemoto, 2002). 
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III. Patient-family’s shared factors  

- Residential factors 

Patient’s housing structure might also have contribution factors of his or her 

social hospitalization problem. Specifically speaking, if patient’s housing was a 

single-family detached house with the universal designed structure and had a 

room for patient’s daily living which is large enough to provide daily living 

assistance services, patient would be more likely to leave the hospital and stay at 

his or her house with his partner or family or using a home visit care service if 

necessary (Momino, Hasegawa, Hashimoto, Takemura & Gunji, 2000, 

Taketorige et al., 1990).  

 

- Seasonal factors 

Seasonal fluctuation of climate would increase the family’s motivation to extend 

the hospitalization term of elderly parent mainly based on the consideration of 

patient’s difficulty to adapt seasonal climate changes, especially summer and 

winter seasons (Moriyama, Iwamoto, Hobara & Koyama, 1995, Tadaura, Endou, 

& Ogiwara, 2005). 

 

- Economic factors 

Japanese government’s free-medical expense service for the elderly, which was 

changed to low-cost medical care policy for the elderly, might be a major 

contribution factor of elderly people’s social hospitalization. Since elderly 

patient’s living cost in the hospital was free or less expensive than any other 

residential services, patient’s family was more willing to send their elderly parent 

to the medical institution and solitary aged person voluntarily chose to live in the 

hospital (Moriyama, Iwamoto Hobara & Koyama, 1994). Limited use of home-
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care services and requisite of family’s assistance toward the patient might not 

bring much financial benefit based on the consumption of both patient’s and his 

family’s physical and psychological burdens (Koyama, 1998).  

Some of the incentive care treatment of long-term hospitalization might have 

higher benefit-cost ratio than the use of residential services of intensive care 

home for the elderly due to medical institution’s expertise of medicare treatments 

and possession of teams of medicare experts (Tadaura, Endou & Ogiwara, 2005). 

Those stated social hospitalization’s economic incentive factors were often found 

before adoption of the long-term care insurance system and other public policies 

to promote patient’s early hospital discharges. In recent years, hospitalization’s 

expense theoretically should require more financial cost than living in a home 

with receiving the third party’s care services. However, there are some opinions 

pointed out the long-term hospitalization might not be more expensive than the 

home care services expense by concerning the various costs that both patient and 

his family are required to pay.  

 

- Insufficient knowledge of medicare and welfare systems 

Although the public long-term care insurance system was implemented to 

encourage hospitalized elderly patient to stay at home and use local community’s 

care services with public insurance, the system is unfamiliar to elderly citizens 

and his/her family. Therefore, social hospitalization issue has not been solved for 

a long time in Japan. 

 

IV. Facility’s Factors 

- Lack of consciousness toward patient’s early leave 
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After the year of 2000, Japanese government has enforced several new policies 

to shorten the aged patient’s hospitalization term and to promote clinical 

specialization to provide dedicated treatments, and more and more acute care 

hospitals and a new job to consult patient’s hospital discharge schedule appeared. 

However, medical institution’s attitude toward patient’s early leave of hospital 

had often been low since there was no regularized criteria to determine patient’s 

leave and the hospitalization term could be differed by a doctor (Tadaura, Endou 

& Ogiwara ,2005). This unregularized criteria of aged-patient’s hospital 

discharge might also contribute to medical staff’s limited attention toward home 

care and continuous medical treatments (Kurata,1998). Due to the lack of 

regulated determination criteria of patient’s hospital discharge, each doctor had a 

major authority to determine patient’s hospitalization duration. As a result, 

patient’s hospitalization was often determined based on patient or his family’s 

will regardless of patient’s health condition (Moriyama, Iwamoto Hobara & 

Koyama, 1994).   

 

- Economic incentive  

Hospital’s profit-oriented management method and flexibility of medical care fee 

system resulting of insufficient supervision of the compensation policy might 

have promoted hospital’s excessive provision of care services and patient’s 

unnecessary long-term hospitalization (Arioka,1992). After the reveal of Misato 

Central Hospital’s excessive uses of medication and checkups toward aged-

patients, Japanese government has restricted and monitored the uses of medical 

treatments for each patient in order to solve the stated problems and those 

facilities’ sanatorium long-term care beds are expected to be eliminated by the 

year of 2017.  
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V. External Factors 

- Disproportion of costs between hospital expense and home care expense  

As stated on the sections of patient’s and family’s incentive factors, hospital 

expense was much less costly than the costs incurred to use home care services 

and the psychological and family’s mental and physical burdens resulting from 

living with handicapped aged-parents. Another cost to caregiver might be an 

unemployment to provide home care for his/her aged parent or partner, which 

will result in a larger financial loss than the patient’s hospital cost.  

- Insufficient home care support system 

Insufficient care services and related living assistance facilities in a local 

community to support handicapped aged-person’s activities of daily living would 

also be a contribution factor of aged-patient’s social hospitalization (Okumura et 

al., 1992). Besides, non-existence or imperfection of social resources to backup 

aged-person’s daily living, such as complicated and time-consuming application 

process for long-term care insurance and use of care services (Ichimura and 

Ishi2003), insufficient cooperation between medical institution and local 

community (Hondou, 2000), and shortage of local community’s care support 

system might prevent aged-person’s living at home.  

- Medical treatment compensation system 

As already stated above, early Japanese medical insurance program’s shortage of 

inspection process for each medical compensation and lack of regulation for the 

provision of medical services might have increased the hospital’s incentive to 

provide excess or unethical provision of treatments. Free and low-cost medical 

fee policy might also have increased patient’s and his family’s usage of long-

term medical services.  
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 Aged-people’s social hospitalization problem in Japan had been created by complex 

factors and national medical and healthcare expenses, which are largely used by aged-people, 

have been increased year by year. Although there were various new policies to restrain the 

national medical expenses, neither of them had not much effect to control the increasing 

usage of medical services. As a result, Japanese government publicly announced the 

abolishment of current sanatorium long-term care beds by 2017 and encourage elderly 

citizens to stay at home with appropriate living supports. To achieve this goal, Japanese 

government has promoted the industry of residential services for the elderly through 

providing various public subsidies. Japanese social hospitalization has a huge contribution 

factor of today’s rapid expansion of the elderly housing business.  

 

1) Family of elderly people’s advantages 

- Be able to reduce family’s economic pressure to take care of elderly family. Daily 

hospitalization fee including three meals are between 710 and 1700 JPY using long-term 

care insurance (insured amount is differed based on income level). Hospitalization fee 

may be smaller than living in their home for most of low-income people. 

- Be able to relieve family’s psychological and physical pressures to take care of their 

elder family.  

- Be able to avoid negative social perceptions of abandoning their old parents.  

- Be able to avoid room’s renovation or moving to a universal designed house and have 

more room space to use as a result of elderly family’s long-term hospitalization.  

- Be able to earn double income as a result of relieving from elderly care 

 

2) Medical and nursing care facilities’ advantages  

- Be able to receive fixed income from patients 
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- Have opportunities of huge medical income as the existing patients’ health conditions 

become worse 

- Have smaller risk of lawsuit or complaint from patients’ family as a result of patients’ 

change in their physical conditions or deaths than those of young patients 

 

Except the advantages as stated above, there are mainly three types of drawbacks as 

a result of social hospitalization.  

- Increase public social welfare expenditure 

- Elderly people who really need either medical or nursing care may not be able to receive 

the services as a result of fully-occupied beds by those socially hospitalized people 

- Providing excess medical treatments or nursing cares may result in worsening elderly 

people physical conditions. Facilities’ forced medical treatments on the elderlies to make 

national medicare fee schedule is a commonly-used practice by unscrupulous facilities 

and nursing care organizations.  

 

D) Low Privacy Residential Setting in Public Care Facilities 

Except luxury fee-based nursing care homes, most of long-term care facilities 

provides shared-beds room for their residents due to financial and operation managerial 

concerns, which often has little resident’s privacy and universally acceptable residential 

quality. An aspect of privacy of a room is the ability to conduct certain personal activities, 

such as urination, sleeping, changing clothes, and conversation with others without the 

others’ intrusion. Another issue of shared-room would be little security since a shared room is 

often only partitioned off by a curtain or a moveable fence.  

User’s characteristic of public long-term care facility might be a major reason why 

only 21.19% of the public nursing home and 4.21% of the facility covered by public long-

term care aid has single-unit room setting for its users in 2008. As stated in previous sections, 



 

38 

 

majority numbers of users living in a public long-term care facility might be characterized to 

be low-income aged-person and live in solitude, most public users would be less willing or 

unable to live in single-unit room by paying additional service fee. Free or low-cost pricing 

setting of multi-beds rooms for low-income elderly people would also be a reason why the 

majority of the facilities do not have single-unit rooms.  

 Although long-term care facility’s multi-beds room might be able to satisfy low-

income aged-person’s demand, it would be difficult for today’s middle-income aged-person’s 

demands toward residential quality. Public care facility’s multi-beds room often does not 

divide its residents based on their income level and nursing care level, therefore, disputes 

resulting from different living standard between residents and psychological distress caused 

by little privacy and irrelevant classification of users. Multi-beds room setting also might 

negatively influence patient’s family’s willingness to visit their aged-parent due to his/her 

poor and little privacy residential environment. 

 

Table 2.6: Summary of Long-term Care Service Facility’s Single-unit Room 

Source: Ministry of Health, Labour and Welfare (2008)  

“Research of long-term care service facility and business” 

 

 

Total Facility Single-unit room % Total Facility Single-unit room %

Number of facility 5,084 75 1.48% 3,013 143 4.75%

Capacity 346,069 4,480 1.29% 269,524 not available -

Number of facility 5,291 373 7.05% 3,131 233 7.44%

Capacity 363,747 17,799 4.89% 282,513 not available -

Number of facility 5,716 1,116 19.52% 3,391 250 7.37%

Capacity 399,352 59,278 14.84% 309,346 9,167 2.96%

Number of facility 5,892 1,439 24.42% 3,435 250 7.28%

Capacity 412,807 78,135 18.93% 313,894 11,487 3.66%

Number of facility 6,015 1,630 27.10% 3,500 286 8.17%

Capacity 422,703 89,571 21.19% 319,052 13,423 4.21%
2007

Public nursing care homes Facility Covered by Long-Term Care Aid

2003

2004

2005

2006
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E) Abuse of Elderly Problem 

Elderly abuse has been recognized to be a serious social issue of Japan which poor 

relationship between caregivers and aged-person may often result in mistreatment or abuse of 

the elderly by his/her families or professional care givers.   

Abuse of elderly is a complex sociological and cultural issue and each abuse case 

might have different factors behind the problem. A recent study concludes the relationship of 

caregivers and elderly people would be the largest factor of the abuse (Anetzberger, 2000) 

while distress and burden of caregiving might not be seen as a primary cause of abuse of 

elderly today (Wolf, 1996). In case of Japan, prolonged caregiving term due to increased 

longevity of handicapped elderly, lack of manpower of caregiving due to decrease in family 

size and rapidly increasing aged-people in society, and increasing individualism in Japanese 

society which might result in poor caregiving relations (Shibusawa 2005). As a matter of the 

fact, the number of elderly abuses in a care facility has been increasing every year and the 

number of the abuse by caregivers have not declined in recent years as shown on Figure 2.11 

and 2.12 listed below. 

According to the U.S. Centers for Disease Control and Prevention, an abuse of the 

elderly is defined as an intentional act or failure to act by a caregiver or another person in a 

relationship involving expectation of trust that causes or creates a risk of harm to an older 

adult with the age of over 60 (CDC 2014). The CDC also defines six forms elderly abuse 

described as bellow. 

- “Physical abuse occurs when an elder is injured (e.g., scratched, bitten, slapped, pushed, 

hit, burned, etc.), assaulted or threatened with a weapon (e.g., knife, gun, or other 

objects), or inappropriately restrained.” 

- “Sexual Abuse involves forced sexual interaction of any kind with an elderly. This 

includes acts in which the elder is unable to understand the act or is unable to 

communicate. Abusive sexual contact is defined as intentional touching (either directly 
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or through the clothing), of the genitalia, anus, groin, breast, mouth, inner thigh, or 

buttocks.” 

- “Psychological or emotional abuse refers to verbal or nonverbal behaviors that results in 

anguish, mental pain, fear, or distress. Examples include name calling, humiliating, 

destroying property, or not letting the older adult see friends and family 

- “Neglect refers to failure by a caregiver or other responsible person to protect an elder 

from harm, or the failure to meet needs for essential medical care, nutrition, hydration, 

hygiene, clothing, basic activities of daily living or shelter, which results in a serious risk 

of compromised health and safety.” 

- “Financial abuse refers to the illegal, unauthorized, or improper use of an older 

individual’s resources by a caregiver or other person in a trusting relationship, for the 

benefit of someone other than the older individual. This includes, but is not limited to, 

depriving an older person of rightful access to, information about, or use of, personal 

benefits, resources, belongings, or assets.” 

Abuse of elderly by caregivers in a care facility for the elderly has often occurred 

and there were 300 reported elderly abuse cases (691 victims in total) care facilities in 2014 

and the total number of abuse of the elderly both at home and facility reached 16,039 and 25 

people died according to the 2016-year report of Ministry of Health, Labor and Welfare. The 

table 2.8 shows the reported victims of elderly abuse cases happened in 2014 (Since some 

victims were involved in multiple abuses cases, so the number on the table is not equivalent 

to the reported victim number of 691).  

Table 2.7: Number of Elderly Abuse Victims in Japan in 2014 

Source: Ministry of Health, Labour and Welfare report (2016) 

Abuse type Physical Sexual Psychological Neglect Financial

# of Victim 441 18 298 59 117

Ratio 63.8% 2.6% 43.1% 8.5% 16.9%
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Figure 2.12: Number of Reported Elderly Abuse in Facilities Nationwide 

Source: Ministry of Health, Labour and Welfare report (2015) 

  

Figure: 2.13 Number of Reported Elderly Abuse at Home Nationwide 

Source: Ministry of Health, Labour and Welfare report (2015) 

 

 Physical restraint in an elderly care facility is often perceived to be an abuse of 

elderly although it is required to do for patient and staff’s safety under certain circumstances. 

There are several reports that unnecessary restraints were conducted as a form of control, 

punishment, or substitutions for treatments or activities, and those conducts may cause a 

decrease in resident’s physical functioning and atrophy in muscles. Physical restraint has to 

be conducted by satisfying five conditions 1) increasing care giver’s number, 2) changing in a 

care giver’s mindset, 3) improving nursing care skills, 4) strengthening employee’s 

coordination, and 5) conducting physical restraint based on care receiver’s view (Yamaguchi 

2012). Another research concludes this issue is resulted from the insufficient levels of 1) care 
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giver’s mindset, 2) organization’s human resource management, especially lacks employee’s 

training, 3) organization’s governance, 4) understanding of user, and 5) understanding and 

coordination of user’s family (Deguchi, 2016). 

 

F) Payment related issues 

Prepaid lump-sum payment method for the right of permanent residence is 

commonly used method in private business operating elderly care facilities served mainly for 

upper-income level senior citizens. This payment method potentially can lead to shorten the 

return on investment period for companies operating nursing homes and housing through the 

usage of short-term depreciation method to the payment and to decrease resident’s turnover 

rate (Taya, 2011). According to a report of Japanese association of retirement housing, the 

industry average of lump-sum payment for permanent residential right was 6.52 million JPY 

for nursing home and 540,000 JPY for senior housing respectively and the average 

depreciation rate is 24.8% and fully depreciated in average 5 years. (Japanese Association of 

Retirement Housing, 2013).  

However, this depreciable high lump-sum payment of rental housing contract has 

started to generate numerous complaints and legal disputes as more elderly residential 

services started to serve for middle-class income elderly customers. There were reported 1663 

disputes regarding cancellation of contract and 631 disputes for service’s pricing model 

between April 2005 and February 2011(National consumer affairs center of Japan, 2011). 

Another report found that National Consumer Affairs Center of Japan had received 86 and 

107 requests for advices in 2009 and 2010 respectively to deal with the issues of refund of 

lump-sum payment of senior housing and facility (Consumer Commission of Cabinet Office, 

Government of Japan, 2010).  

One of the recent trend of increasing payment-related disputes in nursing homes and 

senior housings might be the inconsistent price model method to the different customer 
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segments between upper-income and middle-income customers. Although a depreciable 

lump-sum payment is a conventional practice in the industry, it was originally only paid by 

low-price sensitive customer group and developed during the time when nation’s economy 

had been good, therefore, it would be less acceptable for different income class group (Taya, 

2011). In order to protect increasing aged-citizens from those payment-related issues, a new 

regulation of elderly housing with supportive housing regulates lump-sum payment must not 

be used except for reasonable amount of tenancy deposit which is refunded at the end of 

tenancy where there is no rent or bills owing and there has been no damage to the dwelling 

beyond normal wear and tear. 

 

2.1.5 Summary  

Due to the several issues discussed above, more and more financially secured elderly 

people are willing to choose a better quality of safe living environment than the traditional 

low quality nursing care facility or unethical nursing homes for their retirement life. In 

today’s Japanese elderly housing industry, providing services and life environment from 

customer’s perspective became more important than ever to grasp the success in the growing 

competitive housing business.  

  

2.2 Business Model Analysis  

 Business model can be defined as an abstract representation of company’s value 

creation which describes organization’s core strategy to create economic value through 

analyzing various aspects of company’s value creation activities including product 

development, distribution, and pricing (Osterwalder & Pigneur 2010). Among the first people 

who used the term “business model” were Konczal (1975) and Dottore (1977) through using 

it in the context of data and process modeling. In the 1990s with the advance of information 

technology centered businesses, the term of Business model became more commonly used in 
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order to solve the diffusion of commercial activities on the internet business, and the term is 

globally used nowadays since a simple innovation with a great business model may bring 

more economic value creation than a great innovation with a simple business model. The 

factors and methods of successful business model can be varied according to each scholar.  

People often misunderstand the business model is a strategy, but it is not true. The 

differences of the two have been captured the attention of scholars and discussed for a long 

time. There are two main commonly used differences of the business model and strategy 

stated as follows. The first one is the emphasis of business model on cooperation, partnership, 

and joint venture, whereas the business model strategy focuses on competition, capturing 

value, and acquiring competitive advantage (Magretta 2002; Mansfield & Fourie 2004). The 

other business model concept focuses on the value proposition and an emphasis on the role of 

the company’s customers. Based on the scholar’s literature reviews, it is founded that most 

scholars reached an agreement on the fact that the business model revolves around customer-

oriented value creation (Chesbrough & Rosenbloom 2002; Mansfield & Fourie 2004). 

Chesbrough and Rosenbloom (2002) considers 1) business strategy focuses on company’s 

sustainable advantage in a competitive business environment while business model focuses 

more on value creation activity, 2) business model is an architecture of converting firm’s 

innovation to economic value, however, it does not focus on the value to its shareholders, 3) 

business model is developed under the assumption of limited knowledge, while strategy is 

developed using more complexed analysis with a plentiful and trustworthy knowledge and 

information. Based on the views stated above, the business model seems to embrace the 

practice of the company’s economic exchanges with external parties (Zott & Amit 2008), 

which describes the details of company’s value proposition for its stakeholders and the 

activity system which firm utilizes to create and deliver the value to its customers.  

Each business model proposed by different scholars are summarized below in order 

to clarify the differences among them.  
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Table 2.8: Selected Business Model Definitions 

Author (Year) Research Description 

Timmers (1998) The business model is an architecture for the products, services, 

and information flows. It consists of the following three 

descriptions: 

1) A description of various business actors and their roles; 

2) A description of the potential benefits for the various 

business actor; 

3) A description of the sources of revenues 

Afuah & Tucci (2001) The business model is the method by which a firm builds and 

uses its resources to offer its customers better value and to make 

money in doing so. It details how a firm makes money now and 

how it plans to do so in the long term. The model is what 

enables a firm to have a sustainable competitive advantage, to 

perform better than its rivals in the long term. A business model 

can be conceptualized as a system that is made up of 

components, linkages between the components and dynamics.  

Amit & Zott (2001) The Business model is the content, structure, and governance of 

transactions designed so as to create value through the 

exploitation of business opportunities. Business models and 

revenue models are complementary, but they are conceptually 

distinct. A business model is geared toward total value creation 

for all parties involved, while a revenue model focuses on how 

much firm can capture the value. A revenue model complements 

a business model design, in other words, it refers to the specific 

modes in which a business model enables revenue generation. 

Chesbrough & 

Rosenbloom (2002) 

The business model is the heuristic logic that connects technical 

potential with realization of economic value. A business model 

fulfills the following functions: 

1) Articulates the value proposition (i.e., the value created for 

users by an offering based on technology, explanation of 

how your product improves customer’s situation or solves 

problems,).; 
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2) Identifies a market segment and specify the revenue 

generation mechanism. Different type of customer has 

different type of needs, thus those two knowledges help a 

company’s further development (i.e., users to whom 

technology is useful and for what purpose); 

3) Defines the structure of the value chain required to create 

and distribute the offering and complementary assets needed 

to support position in the chain. The purposes of value chain 

are to create customer value and to identify how company 

gain value within the value chain activities; 

4) Details the revenue mechanism(s) by which the firm will be 

paid for the offering.; 

5) Estimates the cost structure and profit potential (given value 

proposition and value chain structure); 

6) Describes the position of the firm within the value network 

linking suppliers and customers (including identifying 

potential complementors and competitors); and 

7) Formulates the competitive strategy by which the innovating 

firm will gain and hold advantage over rivals. 

Magretta (2002) Business models are “stories that explain how enterprises work. 

A good business model answers Peter Drucker’s age-old 

questions: Who is the customer? And what does the customer 

value? It also answers the fundamental questions every manager 

must ask: How do we make money in this business? What is the 

underlying economic logic that explains how we can deliver 

value to customers at an appropriate cost?” 

Mitchell & Coles 

(2003) 

A business model encapsulates why the business exits, how it 

aspires to generate benefits for its customers and owners, and 

how the company goes about its business. Most frequently, a 

business model will have seven key dimensions: “Who (are the 

shareholders of the business?),” “What (products and services 

are offered?),” “When (are those offerings made available?),” 

“Where (will the offerings be delivered?),” “Why (does the 
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business exist?),” “How (do business transactions get done?),” 

and “How much (price do customers pay?).”  

Based on their research, the most successful companies are those 

that are consistently experimenting to improve and reinvent their 

business models since most business model improvements can 

be designed and implemented faster than the generations of new 

technology.  

Morris et al (2005) A business model is a “concise representation of how an 

interrelated set of decision variables in the areas of venture 

strategy, architecture, and economics are addressed to create 

sustainable competitive advantage in defined markets” (p. 727). 

It has six fundamental components: Value proposition, customer, 

internal processes/competencies, external positioning, economic 

model, and personal/investor factors. 

Johnson, Christensen, 

& Kagermann (2008) 

Business models “consist of four interlocking elements, that, 

taken together, create and deliver value” (p. 52). These are 

customer value proposition, profit formula, key resources, and 

key processes 

Teece (2010) A business model articulates the logic, the data and other 

evidence that support a value proposition for the customer, and a 

viable structure of revenues and costs for the enterprise 

delivering that value (p. 179). 

Source: Summarized by the Author  

 

Based on Osterwalder & Pigneur (2010)’s researches and integrations of the 

hundreds of business models and relevant researches in the past, they proposed a new idea of 

business model which adapts to the changes of time and environment. Their book Business 

Model Generation proposed the idea of Business Canvas which is a strategic management 

template through describing, analyzing, and designing company’s business models. They 

consider business model is like a blueprint for a corporate strategy to be carried out through 

organizational structures, processes, and systems by describing nine basic building blocks 
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that represents the idea of how a business organization makes money. The nine blocks cover 

the four main parts of business, including “customers,” “value offer,” “infrastructure,” and 

“financial viability.” Some of the nine blocks used in their business model canvas has been 

discussed by scholars in the past, and the others are not considered as such important factors 

by some scholars. Their proposed single reference of model based on the similarities of 

various types of business models conceptualizations is easy to understand business model as 

it is summarized as follows: 

 

Table 2.9: Nine Building Blocks of Business Activities 

Building factors Scholars agreed upon the common ideas 

1. Customer segments Timmers (1998), Afuah (2001), Chesbrough & Rosenbloom 

(2002), Magretta (2002), Mitchell & Coles (2003), Teece 

(2003) 

2. Value propositions Amit & Zott (2001), Chesbrough & Rosenbloom (2002), 

Magretta (2002), Mitchell & Coles, Morris (2003), Johnson et 

al (2008), Teece (2010) 

3. Channels  Mitchell & Coles (2003) 

4. Customer relations Morris et al (2003) 

Some scholars stated this factor, but it is not clearly stated as a 

part of business model’s building blocks 

5. Revenue streams Most scholars state this factor as an important part of business 

model, including Timmers (1998), Afuah (2001), Chesbrough 

& Rosenbloom (2002), Magretta (2002), Mitchell & Coles 

(2003), Johnson et al (2008) 

6. Key resources Johnson et al (2008) 

Most scholars do not clearly state it is not clearly stated as a 

part of business model’s building blocks 

7. Key activities  Amit & Zott (2001), Johnson et al (2008) 

8. Key partnerships Timmers (1988), Amit & Zott (2001), Chesbrough & 

Rosenbloom (2002) 
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9. Cost structure Magretta (2002), Chesbrough & Rosenbloom (2002) 

Source: Summarized by the Author 

 

Figure 2.14: Relation of Business Model’s Nine Building Blocks 

 

Resource: Osterwalder & Pigneur (2010), p.18-19 

  

1. Customer segments 

Customers comprise the core part of business model, so company needs to identify 

the ways to satisfy them. To develop an effective business model, a company is required to 

understand the which customer group to serve and which segments should ignore since each 

customer group has different needs, behaviors or other attributes, so developing a product or 

service for a specific customer segment can satisfy them in a more effective way. Once 

company decides a certain customer segment to serve, company can make the best effort to 

design a unique business model to satisfy the selected customer segment. A different 

organization has different methods to choose customer segments, and develop different 

business models to serve them. The following five types of customer segments are commonly 

used to develop a business model. 

- Mass market – A business model is developed for one large group of customers with 
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similar needs and problems.  

- Niche market – A business model focuses on specific and specialized target segments. 

Company usually selects this customer segment since it is not paid attention by 

company’s competitors. 

- Segmented market – In this business model, existing customer segments are further 

distinguished in order to satisfy more specific needs and problems inside the segmented 

customer groups. 

- Diversified market – A business model serves for multiple unrelated customer segments 

with huge differences in needs and problems. 

- Multi-sided platforms – A company with this business model focuses on serving 

mutually interdependent customer segments such as credit card holders and large number 

of merchants that accept the credit-card payment.  

 

2. Value propositions 

The value proposition is the reason why customers select your product instead of 

others. A company offers the collection of services and products that can satisfy customers’ 

needs or solve their problems in a more effective way than the competitors. A value 

proposition creates the value for customer segments through providing a distinct mixture of 

the value factors that delivers to that segments. Here, company’s provided value can be either 

quantitative or qualitative or both of them. The following table shows the elements of value 

creation contributing to customer segments: 

  

Table 2.10: Elements of Value Creation 

Value creation 

elements 
Description 



 

51 

 

Newness Some value propositions can satisfy customers’ needs through providing 

completely new products or services that are not paid attention since 

there are no similar offerings before.  

Performance Products or services’ values are improved through upgrading their 

performance which has traditionally been a common method to create 

value. 

Customization Develop products or services in order to respond to specific customers or 

customer segments can create value. Today, mass-customization and 

customer co-creations are used as an important method to create value, 

while company can still take an advantage of economies of scales.  

Getting the job 

done 

Values can be created simply through helping customers complete a 

certain job.  

Design Superior design can create value to customers and it can especially be a 

core motivation factor of customer’s purchasing decision.  

Brand/ status Customers may recognize value simply using or showing off a specific 

product, driving a luxury car would be a good example. 

Price Offering similar products and services at a reasonable price is a 

commonly used way to attract price-sensitive customer segments.  

Cost reduction Helping to reduce customer’s costs is an important method to create 

value.  

Risk reduction Reduction of risk that customers incur will bring value to them. 

Accessibility  Through utilizing technology or innovative business model, company can 

provide the service and products that customers could not access to them 

before.  

Convenience/ 

usability 

Making products or services more convenient or easier to use will bring 

substantial value to customers.  

Source: Osterwalder and Pigneur (2010) 

3. Channels  

Based on the definition proposed by Osterwalder and Pigneur (2010), the channel 

building blocks shows us how a company communicates with customers and delver its value 

proposition to them. Company’s channels are composed of communication, distribution, and 
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sales channels, and each of the three plays an important role to interact with customer 

segments. A company can select the way to reach its customer segments through own 

channels, partners channels, or a mixture of both of them. Owned channels may have a larger 

margin but it is costly, while partner channels might lead to lower margin but they may allow 

customers reach more customers. Therefore, a company should analyze and find the right 

balance of using the different channels types to maximize its economic value (Osterwalder & 

Pigneur 2010). 

Channels have five phrases and each of them can influence some or all of those 

phases. It’s important to choose the right mix of channels to effectively deliver its value 

proposition to market. The following illustration describes the channel mix between direct 

and indirect channels as well as between owned channels and partner channels.  

Figure 2.14: Channel Mix 

 

Source: Osterwalder & Pinerur (2010), p.27 

 

4. Customer relations 

Understanding the type of relationship with each customer segments deeply 

influence the overall customer experience. The description of the customer relationship 

building block tells company the ways to build and improve customer relations with each 

customer segments with different needs and problems. Customer relationships are driven by 

the following three motivations: customer acquisition, customer retention, and boosting sales.  
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The relations between a company and customers can be distinguished into personal 

assistance, dedicated personal assistance, self-service, automated-service, communities, and 

co-creation described as below.  

Table 2.12: Types of Customer Relations 

Personal 

assistance 

This type of relation is based on human interaction. Customers can 

communicate with a real customer representative get support and advice 

during the sales transaction or after sales.  

Dedicated 

personal 

assistance 

This relationship involves the deepest and most intimate type of 

relationship between a customer and customer representatives to usually to 

develop long-term relations.  

Self-service In this relation, a company does not provide any direct relationship with 

customers. This provides all the necessary methods to help customers 

access company’s services and information and perform routine tasks on 

their own..  

Automated-

service 

This is a mixture of more sophisticated type of customer self-service using 

automated processes. An advantage of automated service is the availability 

to provide service 24 hours a day.  

Communities Recently more companies take user community relations as a method to 

communicate and improve the current issues of products and services 

through gathering information on shared community discussion page.  

Co-creation More companies are willing to co-create values with customers through 

going beyond the traditional customer-vendor relationship.  

Source: Osterwalder & Pinerur (2010), p.30-32 

 

5. Revenue streams 

The revenue streams describe how company’s money is generated from each 

customer segment. A business model can be divided into the following two types of revenue 

streams: 1) transaction revenues from one-time customer payment and 2) recurring revenues 

from on-going payments to either or deliver a value proposition to customer or provide 

support for post-purchase customer. Each customer segments may have single or multiple 
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revenue streams and it may have different pricing mechanisms and selection of the type of 

pricing mechanism may bring a huge different in terms of revenue generation. There are 

various ways to create revenue streams described as follows 

 

- Asset sale: This type of revenue is generated through selling ownership right to a 

physical product 

- Usage fee: This revenue is generated from customer’s use of a particular service. Usage 

fee will be increased as the service is used.  

- Subscription fee: This revenue stream is generated through selling continuous usage of a 

service.  

- Renting/ leasing: This revenue is generated as a result of providing exclusive right to use 

an asset for a fixed period.  

- License fee: This revenue is created by providing permission to use legally protected 

intellectual property right in exchange for licensing fee to customers.  

- Brokerage fee: This revenue is created through the intermediation services in behalf of 

two or more parties.  

- Advertisement: This revenue is generated by advertising a particular service, product, or 

brand  

 

6. Key resources 

Company’s key resource shows us how company’s assets required to help a business 

model works. In order to create value proposition, reach market, keep a relationship with 

targeted customer segments, and make revenue, every business model needs to obtain 

different type of key resources in order to respond to each of those different needs. Key 

resources may be physical, intellectual, human, or financial assets, and each of them can be 

owned or leased or acquired by key business partners. Key resources can be classified as 
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follows: 

- Physical: This type of asset includes various types of physical assets, including 

manufacturing facilities, buildings, machines vehicles, and distribution networks. 

- Intellectual: This type of asset is difficult to develop but once it is successfully 

developed, it may bring substantial value, such as property knowledge, corporate brands, 

patents, copyrights, customer database, and partnerships.  

- Human: Every business organization needs to obtain human resources and it can 

crucially contribute to business models in knowledge-intensive organizations.  

- Financial: Some business models require financial resources or financial guarantees, 

including lines of credit, cash, and assets.  

 

7. Key activities  

Company’s key activities will tell us how a company makes its business models 

work, and they are also one of the most important activities to help company operate and 

sustain its business. Those key activities will help a company create values propositions to 

customer segments, develop effective channels, maintain customer relations, or earn 

revenues. Like previously stated key resources, key activities may be differed depending on 

the type of business model.  

 Key activities can be classified into 1) production, 2) problem solving, and 3) 

platform/network. Production activity represents designing, developing, and delivering a 

product. Problem solving activity relate to proving new solutions to individual customers. 

Platform/ network’s key activities relate to platform management, service provisioning, and 

platform promotion.   

  

8. Key partnerships 

Key partnership may have a strong influence a company through optimizing its 
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business models, reducing risks, or acquiring resources. There is an important mutual value 

creation network between a supplier and key partners. A company can select its key partners 

based on its purposes of partnering, such as improve work efficiency, cost reduction, 

economy of scale, or reducing risk. The type of key partnerships can be described as follows.  

 

- Strategic alliances between non-competitors 

- Cooperation: strategic partnerships between competitors 

- A venture to develop new businesses  

- Buyer-supplier relationships to assure reliable supplies 

 

There are mainly three motivation factors why a company needs to make 

partnerships; optimizing economy of scale, reducing risk and uncertainty, and acquiring 

particular resources or activities as stated earlier. The most basic partnership form is a buyer-

supplier relation to optimize the allocation of resources and activities to reduce costs in the 

form of outsourcing or sharing infrastructure. Partnership can reduce risks and uncertainty 

when one party cannot or is not uncertain to complete a particular task. Since few companies 

obtain all resources or is able to accomplish the activities described in their business model, it 

is necessary to depend on the third parties to furnish some resources or perform certain 

activities.  

 

9. Cost structure 

Cost structure describes the all costs incurred to operate business models. Various 

types of company’s activities incur costs, such as creating and delivering value propositions, 

maintaining customer relations, and generating revenue. Those stated costs can be calculated 

easily through analyzing key resources, key activities, and key partners.  

Cost structures has the following four types of characteristics:1) fixed-costs, 2) 
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variable-costs, 3) economies of scale, and 4) economies of scope. A different business model 

has a different view toward cost structure, some business considers minimizing costs are 

more important than the others, while some companies are more focused on value creation 

and pay less attention on minimizing costs. Therefore, cost structure can be categorized into 

two broad classes: cost-driven which concentrates on creating products or services with 

lowest costs as possible as it can be and value driven which focuses on maximize values and 

less care about cost reduction. 

 

2.2.1 Conclusion 

In the past, hundreds of business scholars discussed and proposed different theories 

and concepts regarding business models. The business model theories described above is very 

useful to identify the logic of how an organization offers value to its customers. Using those 

business concepts, an organization can identify which factors can most contribute to the value 

creation activity. The Osterwalder & Pigneur’s idea of nine building blocks which describes a 

business model clearly teaches us how an organization’s business model works and which 

part should be solved or changed in order to generate profitable and sustainable revenue 

streams. In their business canvas concept, each element includes the business model 

frameworks stated by other scholars and it was further developed by Osterwalder’s works and 

became more easily usable structure to identify each business model. Based on the literature 

reviews, this paper defines a business model as a conceptual tool which contains a 

composition of nine business factors and their relationships and shows how a company 

creates economic value in a logical way.  
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2.3 Porter’s Five Forces Analysis 

 Five force analysis model is a framework propose by Michael Porter which aims to 

analyze the competition within an industry and each organization’s business strategy 

development based on the analysis the five forces that influence in favor firm’s performance 

and results: “rivalry among competitors”, “entry barriers”, “substitutions’ threats”, “buyers’ 

and suppliers’ bargaining power”. It analyzes the five competitive forces of the industry that a 

business organization is in to understand how each of the five forces influence its business’ 

profitability and viability entry to an industry (Hill & Jones, 2007), “the essence of 

formulating competitive strategy is relating a company to its environment” (Porter, 1980). 

The intensity of the Porter stated five forces well-determines the expected level of 

profitability in an industry (Riley, 2012). Obtaining proper knowledge of the five forces 

might be a key in determining which industry a business organization should enter while 

assessing how a company can improve its competitive positions. The level of each of the five 

forces has inverse relation to the price and profits such as a weak competitive force may serve 

as an opportunity while a strong force may serve as a threat. 

 The Porter’s analysis model provides several advantages through analyzing a wide 

range of information of competitive industry’s environment and strategic decisions to choose 

that helps a firm evaluate profit potential of an industry and generate alternative ideas to 

strengthen its position in the industry.  

 Porter proposed that each business organization can develop competitive, corporate, 

and generic strategies which can be applied after the analysis of competition within the 

industry. He also identified three business strategies that can be taken to gain competitive 

advantage over other competitors in the same industry, which is, cost leadership and 

differentiation strategies used for the broad industry-wide business environment, and focus 

strategy which concentrates on niche segment by using either a cost advantage or 

differentiation (Porter, 1980).  
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Figure 2.15: Porter’s Generic Strategies 

Source: Adapted from Porter (1980) 

 

Table 2.12: Porter’s Generic Strategies 

 

Adapted from Porter (2003) 

 

 However, there are some criticisms toward this model since this analysis model 

cannot be used to rapidly changing industry since the industrial structure can be changed by 

environmental trends, technological innovation, or changes in ethnic composition of a 

population. This model also ignores the important role of complements that composes the 

industry by focusing only on industry itself and group structure instead of focusing on 

individual companies (Brandenburger, 1995) and innovation contributes to the change of 
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industry structure. Therefore, analyzing competitive environment and industry structure alone 

is not enough to explain the performance differences between the competitors in the industry 

(Moriarty, 1983). 
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Chapter 3 Research Methods 

 This chapter provides information on the research methodology of this thesis. In 

more details, the following sections outlines the research methodologies, the selection of case 

companies, the methodologies of data collection, the research process, and research limitation 

of the project. 

 

3.1 Research Methodology 

In order to gather an in-depth understanding of key success factors to make business 

model of today’s Japanese elderly housing competitive enough to generate economic value, a 

qualitative research is used.  

The purpose of this research is to understand how today’s Japanese elderly housing 

service providers choose its target customer segments, satisfy its customers and create values 

for them, and generate economic values through mutually interacted nine building blocks of a 

business model. Since there are few researches that analyze Japanese elderly housing using 

business model analysis models, this research uses “case study method.” The followings are 

advantages of this research methodology:  

1. Case study method has more flexibility and adaptability that allows multiple methods of 

data collections to be used to analyze research problems 
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2. Case studies can expose the participants to real life situations and find the relevant 

factors in study topics  

3. Case studies allow a lot of detail to be collected through face-to-face interviews that would 

not normally be easily obtained by other research designs.  

4. The data collected is normally a lot richer and of greater depth than can be found through 

other experimental designs. 

 

3.2 Selection of Case Companies 

The primary data of this study is mainly collected through personal interview 

respondents and observation of case housings coupled with consideration of seen phenomenon 

and study topics. The secondary data is carefully selected based on the consideration of 

reliability and suitability of data.  

Key criteria for selection of case companies are its representativeness of business model 

and uniqueness of services in the industry. Each of four case companies has unique business 

model and management background. The case housings are all located in Kanto area of Japan, 

where potentially has more serious aging population problems.  

Each of four case elderly housings is characterized as follows; 1) composite lifelong 

care housing, 2) value-driven elderly housing, 3) community-based elderly housing for active 

elderly, and 4) medicare intensive housing.  
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Table 3.1: Case Housing’s Basic Information  

 

Source: Summarized by the Author 

 

3.3 Data Collections 

Meetings were held on February 5th, 6th, 8th, 10th, 13th and June 15th of 2015 with case 

housing’s Area manager, general manager, and customer consultant, so as to gain acceptance 

of their participation in the research. More specifically, the researcher came in touch with and 

asked them to participate in the research after explaining the nature and the scope of the 

study. The discussions took place at each case housing and lasted approximately 2 hours, 

which includes housing tour time and in-house service experience time. During the 

conduction of the interview, respondents were free to express their views even some of them 

are not discussed in this research due their irrelevancies of the research topics. Besides, some 



 

64 

 

information about the four case companies’ housings is collected through online resources, 

relevant articles, and news media reports.  

  Main interview questions are listed as follows: 

1. Why the company started to participate in elderly housing business?  

2. What kinds of customer groups does this housing serve for?  

3. What are the corporate competitive advantages and values that make this housing superior 

and be chosen by customers? What factors do you think your customers value? 

4. How do customers know and approach to this housing? Do you have any sales and 

marketing teams? 

5. How do you interact with your customers? How do customers acquire your services? 

6. What kinds of revenues does this housing earn? 

7. Does this housing have any resources that make its services and business more attractive 

and competitive? Do you think they are unique enough and difficult to be copied? 

8. What kinds of business partners does this housing have? How do they help your business? 

9. What kinds of costs does this housing have to operate its business? Are there any 

strategies for cost reductions? 

10. What types of care services does this housing have? How do you support resident’s living 

once they cannot have independent living? 
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11. What type of communication methods does this housing have between residents, housing 

employees, other local facilities and resident’s family? 

12. Does this housing has any corporate missions or shared values? 

13. How are housing’s employees are trained?  

14. Are there any methods to prevent elderly abuses and improve resident’s living?  

 

3.4 Research Limitations 

The limitations relevant to this research state as follows: 

1. Since a variety of companies exist in the industry and each geographical location has 

different characteristic, the findings of this research is not necessarily applicable to the 

other business enterprises. 

2. The limitations of collected data make it difficult to develop generalizations across 

industries, companies, and locations. 

3. The research lacks comparisons between the business models of all companies that 

participate in today’s elderly housing service industry recognized for managing business 

successfully and less successfully.   

4. The limited number of case companies and personal bias in data collection process may 

constitute limitations of this research. 
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Chapter 4: Industry Competition Analysis 

4.1 Structural Analysis of Japanese Elderly Housing Industry  

 Michael Porter provides an integral framework to analyze industry. In this section, 

Japanese elderly housing industry will be analyzed based on his five forces model to gain 

further understanding of the industry and developing an appropriate competitive business 

strategy to gain the success in this industry. In the following section, a five-level 

measurement scale is used by the author to classify structural elements for the competitive 

forces in the sector: 

 

➢ (+ +)  Structural element strongly intensifying competition 

➢ (+)   Structural element moderately intensifying competition 

➢ (+ / -)  No remarkable effect on competition in a distinct direction 

➢ (-)   Structural element moderately dampening competition 

➢ (- -)  Structural element strongly dampening competition 

 

4.1.1 Threat of New Entrants – Middle to High  

- Product Differentiation (++) 

Especially within the Japanese elderly housing market, a high level of product and 

service’s standardization and regulation are prevailing. However, as a result of 

change in customer segment’s characteristics, it should be likely to have chance to 

develop unique products, services, or systems to gain competitive advantages over 

industry’s existing housings and facilities based on the correct understanding of 

targeting customer segment demand which has not been found or has been paid less 

attention.  

- Capital Requirement (+) 
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While the industry can be characterized as highly capital intensive, capital 

requirement has a moderate impact on competition because there are numerous 

government’s subsidies for construction and operation of the business as well as 

fundraising methods from financial institutions and other businesses as a result of 

optimistic perspective toward the growth of elderly housing business and 

government’s incentive program to encourage the banks to lend financial capital for 

operation (Hayashi, 2011).  

Still, firm’s financial health also would be one of the key consideration factors to 

select their retirement residential services in order to avoid the default risk of the 

company during their residential period.  

- Switching Cost (- -) 

Since an older adult is generally less willing to change living environment, social 

group, and living supportive services, the switching cost of the buyer should be 

regarded as much higher than an ordinary residential contract made by young 

people. Changing living environment may result in a higher level of psychological 

burdens since their procedural switching cost and relational switching cost should be 

higher than the ones of younger generations.  

- Buyer’s awareness toward corporate brand recognition (-) 

In the elderly housing business, there are certain advantages attributable to the firms 

already active in the market. One of them is the corporate brand recognition in the 

industry which may help a firm access to its potential customers as well as its key 

partners. The know-how and management experience gained in the course of long-

term business activities to serve for an older adult also raise the entry barrier. 

However, some of the services that are outside of a firm’s area of expertise can be 

outsourced to the third parties, therefore, newcomers to the industry may take several 

methods to decrease those entry barriers related to intellectual business assets.  
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- Government Policy (- -) 

Government policy changes will strongly influence the elderly housing business, 

especially those firms that are heavily relied on the compensations of public care 

insurances and financial supports gained from public subsidies. Government’s 

regulation changes toward an elderly housing’s operation, service content, and 

residential building structure will also strongly influence some types of business 

models and potentially increase entry barrier into the industry.  

 

 Summarized the factors outlined above, it can be concluded that possible market 

entrants are likely to face moderate entry barriers. Still, know-how, management experience, 

and corporate brand recognition of the firms that acquired from the long-term involvement of 

the industry should bring competitive advantages and increase the entry barrier to the new 

entrants. Also, public policy changes have strong influences on certain types of businesses 

which are depend highly on public subsidies and compensations of healthcare and nursing 

care services.  

 

4.1.2 Intensity of Rivalry among existing Competitors – Low to middle 

There are several factors that could influence the intensity of rivalry among existing 

competitors. There are several strategies to be competitive in the market, including price 

competition, creating different brand image through advertisement methods, product and 

service differentiation, quality competition, and increase customer service or warranties 

(Pearce & Robinson, 1994). It is a common practice to develop a business strategy and plan 

for gaining success in competitive environment (Bateman & Snell, 2004).  

 

- Sustainable Competitive Advantage through Innovation (-) 
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The products and services currently provided in the industry are rather 

undifferentiated with limited innovative business models since long-term care 

facility’s residential services for the elderly used to be a part of social welfare which 

aimed to guarantee minimum standard of socially vulnerable elderly people rather 

than focusing on satisfying their demands, except for high-cost fee based nursing 

homes. Today, 64.8% of the elderly housing operators in the industry are managed by 

healthcare service business and 16% are managed by medical institutions (MLIT, 

2016). Traditionally, those two types of organizations have served for socially 

venerable elderly citizens and often provided standardized, systemized living support 

services in order to attain operational and cost efficiencies rather than focusing on 

enriching the retirement life of their residents (Kiyohara, 2012). Since the customer’s 

characteristics of today’s elderly housing are different from the ones in the past, 

developing living environment and service systems that enrich customers’ daily living 

would be more valued and take an important role to manage elderly housing in 

today’s Japanese market. 

- High buyer’s awareness toward business credibility (- -) 

Due to the customer’s potential demand of lifelong living services, obtaining 

financial credibility and management credibility take important roles to force down 

the competition of the industry.  

- Customer’s switching cost (-) 

Since psychological cost and social cost that are required to sacrifice as a result of 

switching to a different elderly housing in a different area are high for an older adult 

customer, this high level of industry’s switching cost to customer may force down 

the industry competition.  
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- Industry growth (-) 

Since Japanese elderly housing has been rapidly growing and is expected to continue 

to grow in the future, firms should be able to increase profits as a result of increasing 

in demand under the shortage of supply while the industry’s competition is expected 

to be risen and it would be more important for a firm to develop unique business 

strategy to survive in the industry.  

- Level of Advertising Expense (+/-) 

The level of advertisement expense should have moderate impact on dampening 

competition. Since the customer of this industry tend to choose an elderly housing in 

the local area where they have lived for a long time, the marketing and sales strategies 

should be well developed to access to the local customer. However, existing 

customer’s word of mouth marketing also have a relatively high impact on acquiring 

customers, thus developing customer’s trust and loyalty might also be the possible 

methods to be competitive in the industry rather than spending on huge expense on 

advertisement. 

- Exit Barrier (+) 

Due to the large initial investment is required to develop a housing for an older adult 

and it requires relatively long-term return on investment period, the exit barrier 

should be considered to be high. Short-term business bankruptcy will be penalized 

and fined to pay accumulated public financial subsidies for the business, including 

deducted tax expense, are required to return if a firm leaves the industry in the first 

five years. There is also an ethical issue of leaving the industry since the older 

residents may lose their stable living environment for their retirement life all of a 

sudden.  
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- Number of participants (+) 

Currently, there are 6,377 residential buildings with 208,026 rooms for the elderly in 

the nationwide of Japan as of October 2010, according to the research report (MILT 

2016), and the number of firm is expected to be increased in order to correspond to 

continuously increasing demand. Still, there are numerous undeveloped areas, 

therefore there should be chances to become a market leader in some areas.  

 

4.1.3 Threat of Substitutes – low  

The availability of a products which perform the same function to the industry’s 

products increases the propensity of customer’s switching cost to alternatives in 

another industry. The threat of substitute product influences a firm’s profitability in 

the industry and affect the competitiveness of the industry environment since 

consumers can choose to purchase the substitute product instead of the ones provided 

in the industry. On the other hand, an industry can have a high profitability potential 

as a result of the lack of close substitute products (Riley, 2012). 

- Switching cost (-) 

Switching cost of the buyer should be concerned to be moderate since there are not 

much alternative services that can satisfy a buyer’s demands within his income level. 

Neither public long-term care facility, medical institution’s bedrooms, nor home-visit 

care services would be able to fully satisfy the customer groups of elderly housing due 

to different characteristics of services. Nursing home also should not be an option for 

customer groups of elderly housing due to its high financial cost to use residential 

services. There are also several psychological switching costs that may prevent 

customers to change the services.  
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- Ease of substitution (-) 

Substitute residential services should be relatively difficult since neither public care 

facilities, hospital beds, nor nursing homes would be able to meet the demands of 

customer groups who wish to purchase elderly housing’s residential service with 

supportive services. Transferring to other elderly housing would be an option which a 

buyer can choose, however, it may have a relatively high psychological switching cost 

to an aged-person resulting from changing residential environment.  

 To conclude the points stated above, the industry’s threat of substitutions should be 

considered to be low due to the lack of the products and services that can perform similar 

functions to solve the customer segment’s issues, which psychological problems toward their 

anxiety toward daily living and comparatively higher demand toward living quality than the 

low-income people. Financial factor is another factor of consideration that prevents the 

customer to choose both costly nursing home and public long-term care facility.  

 

 

4.1.4 Bargaining Power of Buyers – Low  

- Switching cost (- -) 

Switching cost to the buyer should be considered to be higher for an aged-person 

because there are potential psychological risk and social risk resulting from changing 

residential environment.  

- Force down prices (- -) 

Since the industry’s competition has not been saturated and demand toward the 

elderly housing’s product and service are expected to be increased, the buyer group 

should have no or few powers to control the price. Also, individual buyer has few 

bargaining power over suppliers. 
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- Information transparency (+ -) 

Although the level of information transparency of business and its services are high, 

individual buyer has no bargaining power over a firm and it is few impact on 

supplier’s business. Still, negative criticisms toward company’s services can have 

the effect to deteriorate its reputation and business, therefore a company needs to pay 

attention on customer’s satisfaction in order to avoid the risk of harming its 

corporate recognition.  

- Buyer price sensitivity (+) 

A buyer’s price sensitivity should be considered to be moderately high and he might 

choose the service based on dedicated cost-benefit analysis between potential 

retirement residential service options. Although individual customer has few 

bargaining power over a company to change their service price, it would be important 

to develop appropriate pricing model that can be accepted by a targeting customer 

group based on market research.  

- Availability of existing substitute products (+ -) 

One of the main substitute products and services of an elderly housing should be 

home-visiting care service for independent living elderly people. However, it would 

not be able to fully exclude the anxiety of an aged-person’s independent living since 

home visit care service help a customer only when it is requested and it is not 

operated 24-hours a day. Plus, there are few substitute services that provide similar 

level of living assistance services that an aged-person may need for his daily living.  

 To sum up the points stated above, bargaining power of buyers should be concerned 

as low since the elderly housing industry is expected to be growing and each location has 

a different level of competition which give less bargaining power to buyers. Also, a 

buyer’s switching cost is high and there are not much substitute services in the industry.  
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4.1.5 Bargaining Power of Suppliers – Medium  

In Porter’s five forces analysis model, supplier’s bargaining power represents the 

pressure that suppliers can exert on business exchange thorough raising prices, 

changing product quality, or managing the availability of their products, that influence 

the profitability of buyers and competitive structure of an industry. In case of an 

elderly housing business, the suppliers of an elderly housing business can mainly be 

divided into property developer for a residential building and the third companies 

which perform the outsourced services by an elderly housing business company due 

to its lack of ability to conduct some services for its residents.  

- Supplier competition (- -) 

Supplier’s competition in the Japanese property developer’s industry is very high. 

Based on Japanese government report, there are 470,639 contractor firms that 

possess contractor’s license in Japan as on March 2015 (MILT 2015). The report also 

shows 467,880 firms (99.4% of the total firms in industry) has less than 300 million 

JPY corporate capital. Because of large population of suppliers to construct 

residential building and the industry is consisted of moderate size of individual 

suppliers, the suppliers should have a weak individual effect on each elderly housing 

business firm. 

- Strength of distribution channels to acquire raw materials (+) 

Each property developer usually has its own distribution channels to acquire raw 

materials for a property construction, and it gives a property developer bargaining 

power to a firm to control the cost and quality of residential building’s construction.  

- Supplier’s expertise and skill (+) 

Since the residential building is for a long-term use and used for an older adult’s 

independent retirement living, selection of a property developer with high expertise 
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and corporate recognition might be important to reduce the potential risks of 

defective housing and costs spent for property management and maintenance.  

 

4.2 Summary of the Structural Industry Analysis 

Based on the analysis model stated above, the Japanese elderly housing industry’s 

competition can currently be assessed as follows: 

 

- The threat of new entrants is between middle and high. 

- The rivalry among existing competitors is estimated to be on a low to middle level. 

- The threat of substitutes is rather low. 

- The bargaining power of suppliers is estimated to be on a low level 

- The bargaining power of buyers is estimated to be on a low level 

 

In the Japanese elderly housing sector, especially the forces relating to bargaining 

power, intersectoral competitive rivalry, and substitute products may be differed inherently 

based on local or regional character. The following figure summarizes the findings of the 

structural analysis and influence on the competitive forces in Japanese elderly housing 

industry:  
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Figure 4.1: Five Forces Framework of Japanese Elderly Housing Industry 

Sources: Adopted from Porter and Summarized by the Author 

 

Current and likely future structural characteristics and effects of each force on the 

competitive setting are analyzed based on the conducted context of analysis. Enhancing 

current industry’s five forces framework of Japanese elderly housing industry as shown on 

the figure above, following conclusions are identified:  

 

- While the current industry’s threat of new entrant is high, corporate recognition and 

financial health of service providers tend to be important roles to influence customer’s 

purchasing decision. The current threat of new entrants is high mainly due to the 

Japanese government subsidy programs and easiness of fundraising from the bank to 

start the service in order to stimulate the industry growth for nation’s super aging society. 

Therefore, the entry barrier to this industry is relatively low and any types of businesses 
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or individual person can participate in the industry without knowhow of healthcare 

service for the elderly.  

- Current industry’s rivalry among existing competitors should be concerned to be between 

low and moderate because the service provided in the industry are highly standardized 

and it is relatively easier to gain competitive advantage through developing unique 

services or business models. Plus, both customer’s awareness to business credibility and 

switching costs to use other residential service are high, therefore existing business 

should have a certain level of competitive advantages over new market participants 

although the number of market participants are expected to be increased.  

- Bargaining power of both buyers and suppliers should be characterized to be low and a 

firm in the industry may be able to enjoy higher profitability as long as the cost-benefit 

analysis and market research of each regional area are correctly conducted.  

- The industry currently does not face much threats of substitute products due to the lack 

of alternatives that can similarly satisfy the demands of the customer segment. In 

addition, switching costs to the other residential service would be higher to aged-

customers.  

 

From the above analysis, the current Japanese elderly housing industry should be 

characterized to be moderately attractive and the industry might offer the potential for 

profitability of business. Although there are numerous number of existing participants in the 

industry, about 80% of them are either from long-term care service institutions or medicated 

service institutions that tend to provide standardized, systemized services and less focus on 

satisfying demands of the customer group. Therefore, a firm should have a sustainable 

competitive advantage over the existing competitors if it could successfully develop 

innovative products, services, or business models. Besides, the industry has a few 

substitutable services that can satisfy customers who are willing to acquire elderly housing’s 
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services, and it should be relatively easy to retain customers if a company can successfully 

satisfy their demands since their switching costs and awareness toward the business are high.  

Based on the industry competition analysis stated above, selecting the focus 

strategies would be the most applicable strategy to pursue competitive advantage across the 

Japanese elderly housing industry. Since there are not much innovative products and services 

in the industry, developing unique business models and services to satisfy niche customer 

group’s demands may bring a company’s superior competitive advantage over its 

competitors. Since today’s customer group’s characteristic is different from the ones in the 

past, developing services from customer’s perspective became more important to win in this 

industry unlike the traditional long-term residential care service facilities that have served for 

low-income class, less service demanding customer group and upper-income customer group 

who prefer to have luxury residential environment.  
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Chapter 5: Case Study: Cocofump Hiyoshi 

Interviewee: Mr. O (Area manager), Interview date: June 15th, 2015, Interview time: 2 hours 

 

5.1  Company Background 

  Gakken, a publishing company of educational books and items, established a 

Cocofump as a department specializing elderly care service in 2004 in order to seize business 

opportunity of growing elderly care service business. Cofofump became one of the best-

known residential service business for the elderly in Japan with annual revenue of about 10 

billion JPY (2014) and company plans to increase its annual revenue to 50 billion JPY with 

250 ~ 300 housings for 15,000 elderly people in 2020. Cocofump has 104 residential 

buildings for the elderly and each has different characteristics to satisfy different types of 

customers.  

In order to respond the growing demand on elderly housing in Yokohama area, 

Hiyoshi building was founded in 2010 with a cooperation of Urban Renaissance Agency, a 

semipublic independent administrative institution which is responsible in governing housings. 

Hiyoshi area is located in an area between center of Tokyo and Yokohama district, therefore, 

there are large number of working population who wish to have convenient commute to work 

and spend less for living expenses. Inside the residential building, there are multi-activities 

areas, a clinic, a home visit care center, and a cram school. Long term care center and nursery 

school are located within walking distance. One of the mission of this housing is to create a 

“multi-generation exchange environment,” where different generations of people in local 

community can interact. Since this housing has both rooms for independent living and 

bedridden living, lifelong residential service can be provided regardless of the changes in 

customer’s physical conditions. Due to its lifelong residential care service model, some 

people started to live in this housing although they did not have any physical disabilities.   



 

80 

 

Table 5.1: Company Profile 

 

Source: Company’s annual report 

 

Figure 5.1: Organization Chart 

Source: Company’s annual report 

 

 

Foundation date: 2010/3/1

Capital 360 million JPY

Rent fee 135,850 ~ 228,050 JPY 

Common service charge 4,600 ~ 7,500 JPY

Service fee 26,250 ~ 32,550 JPY

Food fee 2000 JPY/ day

Rent fee 127,550 ~ 131,550 JPY

Common service charge 20,000 JPY

Service fee 32550 JPY

Food fee 1850 JPY/ day

Room size 34.65 ~ 70.41 ㎡ (10.48 ~ 21.29坪) (without nursing care)

18.08 ~ 22.96 ㎡ (5.46 ~ 6.95坪) with nursing care

Room number
81 (57 for independent residents,

24 for bedridden residents)

Employee number
85 stuffs (more than 80% are women,

45 part-time workers)
3500 total in group

Shared facilities
Cafeterria, spa, machinery bath, personal bath,

lounge, ktv, recreaetion rooms

Joint facilities

Clinic, pharmacy, home-visit care center, home

care support office, day care center, short-stay

house, cram school

independent living

assisted living
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5.2 Business Model Analysis 

 In today’s elderly housing industry, several new types of residential services started 

to appear in order to correspond to changing demands of customers. As the market gets 

attention with a growing prospective investment opportunity, more and more business entities 

entered into the market and it became more important to develop competitive business model 

over others. In the following chapters, companies’ business models will be analyzed using 

Osterwalder & Pigner’s business model theory, which utilizes nine building blocks of 

company’s business model; target customers, value propositions, channels, customer 

relationships, revenue streams, key resources, key activities, key partnerships, and cost 

structures. 

 

5.2.1 Target customers 

 Cocofump Hiyoshi defines its target customers as “middle-income class elderly 

people (or their family) who wish to have a safe and enjoyable independent retirement life 

with supportive services as well as opportunities of cross-generational interactions.” Based on 

the interview, it is found that most of the current residents were moved from the local area 

since they are willing to maintain their social community and residential environment that 

they have been for a long time.  

 As stated earlier, this housing sees middle-income class elderly people as their target 

customer group, therefore the total monthly service fee is designed to be affordable for those 

people’s monthly welfare pension income (258,583 JPY average). According to the interview 

result, all rooms for independent life were fully reserved and about one-third of the rooms 

with nursing care services were also reserved mainly by local residents about a month before 

the opening day. Since this area has a lot of senior office workers who have lived for a long 

time, there was a potential need of retirement residential care services for those who have 

anxiety toward their independent lives and wish to maintain residential environment and 
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social networks. There are more than 10 residents on housing’s waiting list as on the 

interview date resulting from developing right services to satisfy local area’s senior customer 

group’s demands.  

 

5.2.2 Value Propositions 

 Chesbrough & Rosenbloom (2003) defined the value propositions’ business model 

aspect as “what is the need that the product or service fulfills?”, and this can be said “which 

form of company’s product or service can solve a customer’s problem” from a customer’s 

perspective. Cocofump Hiyoshi’s value proposition can be defined as “provision of a secure 

and safe retirement life environment with dignity and multi-generational interaction 

opportunities in a local area for an affordable living expenses for most middle-income class 

aged-person.”  

In order to fully support elderly resident’s life and reduce the risk of age-related 

issues in daily living, Cocofump Hiyoshi housing provides a variety of living assistance 

services and secured residential environments, which includes in-house meal service, 

emergency call service, living consultation service, terminal care service, 24 hours’ security 

service, possession of partner clinic and hospital, hair salon, and recreation rooms for variety 

of social activities including KTV inside the residential building. Residents of this housing 

can receive lifelong residential care services regardless of changes in their physical 

conditions and keep their privacy and dignity as a human instead of being treated to be 

patient or socially vulnerable, and it also can get rid of both psychological and physical costs 

of aged-person resulting from transferring to other long-term care facility.  

Housing’s multi-generation exchange environment may be also attractive for people 

prefer to interact with different generations, especially with children. There are several 

multigenerational social events with the external parties on a regular basis, and it might 
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potentially energize elderly residents as well as make them acknowledge they are a member 

of society, not a socially unnecessary person.  

Besides the residential service, company’s pricing model for assisted living and 

bedridden residents are also valued. Since the housing can receive public compensation for 

healthcare and nursing care services provided for those handicapped residents, their monthly 

residential service fees are designed to be less expensive than the ones of independent living 

residents. As a result, residents can use the in-house care services at a low cost with public 

healthcare insurance. On the other hand, company is compensated by government for the 

provision of those care services. This pricing strategy is mutually beneficial for both housing 

and residents. 

 Housing’s twenty-four hours a day living-support and consultation services can 

potentially prevents the problems of aged-person’s daily living, such as fraud, solitary death, 

and aggravation of certain symptoms. Those services can also make resident’s family be 

freed from psychological pressures to concern about older parents.  

Level of credit and recognition of operating company is also one of the value 

creation factors to customer segments since residential contract is long-term and there had 

been numerous mistreatment cases in elderly care facilities in Japan. Parent company of 

Cocofump is relatively large-scale business institute with a high corporate capital (over 18 

billion JPY as of September, 2016), therefore it should have few business’s default risk which 

result in losing resident’s retirement residential environment. In addition, the company has 

engaged in elderly people’s health care business longer than 10 years in the industry, 

therefore its managerial expertise and credit should be high and appreciated by some 

customer groups.  

 In addition to the value propositions as stated above, housing location might be an 

important factor to use the services for local elderly citizens who wish to maintain their social 

network and residential environment. Since the housing was constructed in an area of 
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composite dwelling housing area, it is geographically convenient for family or friends to visit 

and residents are not required to rebuild their social networks with strangers in an unfamiliar 

environment that may give psychological burdens especially to elderly people.  

 

5.2.3 Channels 

 Cocofump conducts both direct selling and indirect selling in order to approach its 

target customer. Company’s direct selling methods include, website marketing, distribution of 

leaflet to individual elderly household, paper advertisement, facility tour, and information 

session for local citizens. On the other hand, company’s indirect selling methods include 

outsourcing marketing jobs to agencies, direct sales to the facilities that elderly citizens 

frequently visit such as welfare facilities, medical institutions, healthcare organizations, and 

social community facilities for the elderly. Once a customer started to acquire company’s 

residential service, he can acquire other supportive living services by contacting to the office 

desk of the housing.  

Based on the interview result, about 62% of contracted residents were introduced by 

welfare facilities and medicare institutions. Online advertisement and leaflet distribution, 

however, had a small influence on residents’ contract making decisions (9% and 3% 

respectively). This result may be because neither residents nor their family are not familiar 

with surfing the internet and they do not pay serious attention to the leaflets advertisements 

that they receive a lot on a daily basis.  

 Moreover, there is large scale housing complexes nearby the Cocofump Hiyohsi 

which owns 909 rooms in total, and some of the elderly residents transfered to the company’s 

elderly housing because of convenient access to the housing and needless to change 

residential environment. Since this elderly housing was developed through the cooperation 

with a local semipublic independent administrative institution for housings, and the 
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Cocofump could acquire abundant local market’s information, the company could 

successfully link with its target customer segment.  

 Company’s channel activities are taken place based on the five distinct phrases; 

awareness, evaluation, purchase, delivery, and after sales, as Osterwalder & Pigneur 

proposed. In order to increase customer’s awareness toward the housing, Cocofump 

conducted door-to-door marketing at 300 local elderly-related facilities, such as hospital, 

social worker center, nursing care center, and old people’s social club, about four months 

before opening the house. Then, company held information sessions four-times a month to 

improve target customers’ understanding and evaluation toward the company’s residential 

services. Company has attempted to provide the consistent content and quality of the products 

and services that were proposed during the customer’s pre-purchase stage in order to avoid 

the risk of disputes in post-purchase stage which is the time target customers actually started 

to use company’s residential services. Deterioration of corporate image may result in losing 

credit of partner channels who help company get access to its prospective customers.  

 Based on the interview, it is found that using partner channels to acquire target 

customer is an effective marketing method, however, it also may result in losing revenue 

streams which can be earned from in-house care services. Since some customers are 

accustomed to use the third party’s health care or nursing care services, they are more willing 

to use those third party’s services even after they transferred to the company’s elderly 

housing.  

 

5.2.4 Customer relationships 

 The industry of elderly housing with supportive services is rapidly growing and 

industry competition gets more competitive ever than before. Developing a sustainable 

customer relationship through providing appropriate services for target customer segment is 

one of the key methods to acquire success in the industry. Cocofump Hiyoshi ‘s customer 
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relationship can be categorized to be personal assistance and it develops a good relationship 

with its customers through solving the individual resident’s unique problems with a good 

manner and respect at an affordable cost for the middle-income class elderly household.  

 All of residential services of Cocofump Hiyoshi are provided inside the residential 

building and its customers can voluntarily use its services on a request basis. Although the 

residents can acquire the third party’s services, they are willing to use company’s supportive 

services due to its convenience and quality. In addition, housing’s hospitality management, 

which a customer is treated as customer instead of patient or socially vulnerable, is highly 

appreciated by its customers which may make them retain and use more company’s services.  

 Some of Cocofump group housings have unit pricing model which provide unlimited 

uses of living assistance and care services paid on a monthly basis. This pricing method is 

attractive for people who need dedicated living assistances services, and it also helps 

company to retain its customers and upsell its services to them.  

Besides, Cocofump has customer service center and the housing has an opinion box 

to gather customer’s real voice in order to increase its service quality and prevent 

mistreatments of customers. Providing the services from customer’s perspectives would be a 

factor to improve good customer relationship.  

 

5.2.5 Revenue Stream 

 Magretta (2002) considers entrepreneur of a vendor should think how to make 

money since making revenue is a major business activity to keep operating a company. As 

described on the table below, Cocofump Hiyoshi has five main types of revenues: fixed 

revenues of monthly rent for residential service, monthly basic service fee, rent paid by other 

businesses, and variable revenues gained from meal service, nursing care services, and other 

optional supportive services for daily living. Among those services, revenue gained from 

nursing care services is most profitable and it is earned easily since those service fees are 
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covered by public healthcare insurance and residents’ financial burden is very low to use the 

services and the public healthcare compensation is high.  

 Company’s meal service is unique and less costly since each meal is cooked at 

corporate group’s food factory and get frozen in order to save cooking-related expenses, 

including employment fee for chef and space for cooking, of each housing of Cocofump 

group. Company’s frozen foods are delivered to some medical institutions.  

 

Table 5.2: Revenue Streams of Cocofump Hiyoshi 

Fixed revenues Variable revenues 

Rent revenue (for residential service) 

- Rent fee varied based on room size and type 

Meal services 

- Fee is charged based on customer actually had 

Basic service 

- Charged for residents’ emergency response 

service, security services, 24 hours a day-safety 

confirmation, and consultation services 

- Regular medical checkups, record health 

condition 

Nursing care services 

- Fee is charged based on customer actually 

used 

- Receive public compensation 

- Corporate home-visit care services 

- Rehabilitation  

Rent income (for business uses) 

- paid by clinic and pharmacy inside residential 

building 

Optional supportive services 

- cleaning, laundry, shopping, transportation, 

changing diaper, hair salon, administrative 

document application, personal financial 

management, etc 

Source: Housing’s brochure and interview results 

 

 Cocofump announced the company is planning to increase its annual revenue to 50 

billion yen by 2020 with 2.5% industry market share from the annual revenue of 10 billion 

yen in 2014. The company also plans to expand its business to overseas markets to seize 

overseas investment opportunity. There are corporate branch offices in mainland China, 

Singapore, and Malaysia.   
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5.2.6 Key Resources 

 According to Osterwalder & Pigneur (2010), organization’s key resources can be 

physical resources, intellectual resources, human resources, and financial resources. In case 

of Cocofump Hiyoshi, company’s “managerial know-how,” “recognition”, and “partnerships” 

would be the most important assets required to make its business model works.  

 Based on the interview result, company’s 12 years’ managerial know-how with over 

100 corporate housings for the elderly would largely contribute to company’s continuous 

development and help the company reach its target customer segment and key partners easily. 

Since Cocofump obtains long-term managerial experience, know-how of operating an elderly 

housing, and high level of corporate recognition in the industry, it can develop an effective 

marketing strategy to reach its target customer groups and key partners in local areas. 

Company also possesses real-estate consultation firm for the aged-citizens, Syscare Co. Ltd. 

and S.P.A Co Ltd, that acquired in 2014 for further development of its elderly housing 

business.  

 Company’s high recognition in the industry also helps company to develop 

partnership with local businesses as well as convince target customer segment to choose the 

company’s residential service more easily. Since customers of elderly housing tend to highly 

concern about credit of operating company in order to avoid default risk of business during 

the residential term or mistreatment of elderly customers, company with good corporate 

recognition has competitive advantage over its competitors and acquire customers more 

easily. High corporate recognition also improves company’s indirect customer acquisition 

process through outsourcing marketing jobs to the local entities more easily, and it also helps 

company to develop partnership with local medical institutions and other service 

organizations, which take important roles of company’s lifelong residential services.  
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5.2.7 Key Activities 

 Based on Osterwalder & Pingeur (2010)’s definition of an organizational key 

activities, Cocofump Hiyoshi’s key activities can be characterized to be problem solving and 

provision of platform in which customer can interact with both internal and external 

communities.  

 One of the most important business activity of Cocofump Hiyoshii is solving elderly 

customer group’s age-related problems on daily living. Since the customer of the company 

potentially has age-related health problems and other issues that may require assistances, they 

should have high level of anxiety toward independent living alone at their home, especially 

for urgent situation which may result in danger of their lives happening at home. Therefore, 

the housing’s life consultation services, safety check services, and other supportive services 

can eliminate those mental strain or suspense of their daily living. Those services also 

potentially prevent criminal cases against elderly people.  

 Housing’s lifelong residential care service with cooperating with local medical 

institutions also get rid of psychological burdens of the resident’s family and the customer’s 

mental anxiety toward future retirement living resulting from changes in their physical 

conditions. Since Cocofump Hiyoshi provides both rooms for independent living and 

bedridden living, residents are not required to transferred to other care facilities or losing 

residential environment regardless of their physical conditions. The housing residents also 

can easily access to the services for rehabilitation care services and other living supportive 

services., therefore residents can live in residential setting until the last day. 

 The housing also provides platforms which are used to interact with other housing’s 

residents and external communities from different generations. Those social activity 

platforms can potentially revitalize residents and acknowledge they are a member of society 

since they can prevent resident’s social isolation problem and sorrowful through loss or 

deprivation resulting from losing aim of existence, which often result in solitary death.  
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5.2.8 Key Partnerships 

 Forging partnerships has several reasons and it often strengthens organizational 

business model and leads to success as a result of business optimization, risk reduction, or 

resource acquisition. Cocofump Hiyoshi also forges partnerships with both competitors and 

non-competitors in order to optimize and reduce the risk of asset management and nursing 

care businesses. In addition, the company acquired food company as a joint venture for its 

business expansion and cost reduction for both external as well as internal sales. Company 

also had strategic alliances between several employment agencies for optimization and 

efficiency to manage human resources.  

One of the most important key partnership for the organization is a partnership with 

local medicare institutions in order to assure the residents’ health conditions and to deal with 

residents’ urgent situations. Partner business can also be a company’s revenue stream if it 

operates inside company’s elderly housing and pays room rental fee to the company. Local 

medical institutions and health care organizations also can be company’s channel to acquire 

target customers if the company could successfully develop business credit since those 

institutions have numerous elderly patients with some physical disabilities who might wish to 

acquire elderly housing’s services.  

Local semi-public Urban Renaissance Agency is also an important partner for the 

company since it is the one offered this housing’s development plan and provided numerous 

supports to start the business. The land of the building is possessed by this agency and the 

company can use it at lower fee in order to solve the aging issue of the local area.  

Cocofump group also has a strategic alliance with some investment funds (ex. 

advance residence investment group, Global fund) for asset sales and fundraising for its 

business expansion. Company actually sold the property right of one of its housings in Chiba 

prefecture to a pension fund association in order to finance the future building projects in 

2012, and take a responsibility of operating its housing. Based on the interview, company 
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chose this method in order to create a sustainable business development and to avoid the 

default risk as a result of organization’s high debt ratio.  

 

5.2.9 Cost Structure 

 The housing’s cost structure should be characterized as medium between value-

driven since the housing focuses on the importance of customer satisfaction and personalized 

services in order to retain its customers for a longtime and upsell some of residential services.  

Construction cost of a real estate is one of the largest cost to start residential service 

business and it is usually financed through fundraising from the bank. In case of Cocofump 

Hiyoshi, its total construction is 1.2 billion JPY and it was largely owing to bank. Land right 

is possessed by local semi-public institution and the company did not require larger capital to 

acquire land. Marketing expense should also be considered as initial cost to start the business 

for the housing since it was only expensed in the beginning stage of business, and the housing 

has keep full room occupancy rate and there are numerous numbers of customers on the 

waiting list. A brief summary of Cocofump Hiyoshi’s cost structures are listed on Table 4.3  

 

Table 5.3: Cost Structures of Cocofump Hiyoshi 

Source: Interview Results and Corporate Annual Report 
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 The housing’s possession of multi-functional residential care services gives a 

company economy of scope, or cost advantage, since the cost of operating residential services 

for the elderly residents is spread out across a variety of products and services, and the 

average total business operation cost decreases as a result. Some of the care services also 

open for the public to decrease operation cost and idle resources of those facilities.  

 

5.3 SWOT Analysis of Cocofump Hiyoshi 

SWOT analysis is a strategic planning method that is used to evaluate company’s 

internal and external elements of business venture or a project that are favorable and 

unfavorable to achieve a corporate objective. Analysis of each of four corporate strengths, 

weaknesses, opportunities, and threats will identify a new solution to problems and barrier 

that limit the firm’s goals, develop an effective corporate strategy, and reveal limitation and 

possibilities for changes.  

 Company’s SWOT analysis is based on information gathered from on-site and email 

interview, online database, and printed materials about the company such as annual report, 

brochures, research papers, published books, etc.  

 

Strengths  Weaknesses 

1) Lifelong residential services from 

independent living to bedridden  

2) High corporate recognition  

3) Provides numerous assistance services 

for activities of daily living 

4) Owns multiple medical and care 

facilities and an activity area inside and 

near the residential building  

5) Provides in-house employee training 

program 

6) Owns various types of rooms 

1) Lack of IT usage 

2) Decentralized management method 

within the corporate group  

3) Might have internal communication 

problem  

4) Provides regulated, standardized 

services  

5) Had legal lawsuit in 2012 due to 

inappropriate treatments to employees 

and customers 
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7) Located in an attractive for local citizens 

8) Owns a high marketing skill and 

strategies 

9) Residential building is relatively new  

10) Coordinates with local medical 

institutions and local government 

11) Huge corporate size and capital 

12) Owns management knowhow and 

experience 

13) Organizes social activities with local 

communities 

14) Owns several intensive long-term care 

facilities within the corporate group 

 

6) Uses frozen foods to save operation and 

employment costs 

7) Over-profit oriented management 

methods 

8) Some facilities’ profit-making strategies 

are unbalanced  

9) Might have insufficient motivation 

factors to retain its employees 

10) Some corporate buildings might be 

required for renovation  

11) Has insufficient rooms for bedridden 

and assisted living elderlies 

Opportunities Threats 

1) Market growth for middle-income 

customer service 

2) Increases in new service demands 

3) New technologies  

4) Market acceptance of residential service 

for the elderly has increased 

5) Changes in aged-person’s lifestyle 

6) Industry should have much potential for 

innovative services and business 

systems 

7) Expected rise in rehabilitation, day-care, 

community care services 

8) Government’s subsidy program 

9) Business internationalization  

10) Mergers and acquisitions  

11) There are numerous under-developed 

and developing areas  

12) Expansion of elderly-related businesses  

1) Industry competition growth 

2) New entrants from different industries 

3) Expected decreases in public 

compensations for medical and long-

term care treatments and subsidies for 

business  

4) Potential declines of social image and 

reputation toward the elderly housing 

businesses 

5) Expected decreases of labor forces  

6) Expected rise of labor market 

competition 

7) Risk of lawsuits 

8) Changes in customer demands  

9) Changes in government policy 

10) Competitors might develop innovative 

services or business models 

11) Stagnant economy 
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5.3.1 SWOT Analysis Matrix  

 SWOT analysis matrix is the complement analysis model for the SWOT analysis, 

which is used to develop a set of strategies through analyzing each of internal capacity of the 

company and the external environment of the industry.  

 

S-O Strategies 

 Develop differentiated services targeting for niche customer demands (S1,2,4,8,10,11 + 

O2,5,6,7): 

- Cocofump Hiyoshi has a number of aging working population and the proportion of 

area’s elderly population has been increased continuously, therefore, residential 

services for aged-person should have increasing demands as those working 

population get aged and require long-term residential care services. Developing 

another elderly housing with unique residential care services to seize niche customer 

segment demand based on company’s managerial knowhow and expertise would be 

a potential option in order to compete and differentiate from other local competitors.  

 Expansion of business in domestic market (S1,2,3,10,11,12 + O1,5,6,10,11): 

- There are numerous areas where few residential and living assistance services for the 

elder people in Japanese domestic market although aging population is high. Since 

Cocofump has coordinated with several areas’ local governments to solve those 

areas’ rapid increase of aging population, the company would be able to expand its 

residential businesses in different areas if it could find appropriate partners and 

acquire coordination from local government. 

 Acquire competitors’ stagnant businesses (S2,4,8,11,12,14 + O1,4,5,7): 

- Acquisitions of competitors’ stagnant businesses at lower investment expense to 

revitalize the businesses through utilizing the company’s management know-how, 
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marketing skill, and human resource training program would be one option that a 

company can take to expand its business in the industry.  

 Overseas market expansion (S2,4,11,12 + O9,10,11): 

- Company might be able to expand its business to overseas market using its huge 

capital and management expertise since numbers of Asian nations are currently 

facing aging population issue while residential services for the aged-person might be 

under-developed due to sociocultural factors or low market acceptability to new 

services.  

 Develop IT software for elder people’s residential services (S1,2,3,4,11 + 

O1,2,3,6,7,10,12): 

- Through acquiring or cooperating software developers and using its management 

expertise and knowhow, Cocofump should be able to develop business management 

program for residential services and information sharing both for internal-use and 

external-use.  

 

W-O Strategies 

 Usage of IT management systems (W1,2,3,7 +O3,6): 

- Utilization of information systems to monitor elderly residents’ safety, provide other 

assistance services for their daily activities, to develop internal information sharing 

system would be able to improve the efficiency and decrease some operation costs.  

 Develop customer and employee-oriented services or corporate strategies 

(W2,3,4,5,6,7,9 + O1,2,5,12): 

- Cocofump would be required to change the management methods to improve both 

satisfaction levels of its customers and employees in order to respond to rapid 

market growth and changes in those people’s demands toward the company’s 

business.  
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S-T Strategies 

 Develop services for healthy elderly people (S2,3,8,11,13 + T3,5,6,8,9): 

- Although public compensations for medical and long-term care are expected to 

decrease, the company can develop a different business model to attract healthy, 

active independent living elderly customers  

 Develop more composite elderly care housings (S1,2,3,8,11 + T1,2,3): 

- Based on management experience of lifelong residential service of Cocofump 

Hiyoshi, the company should have more capability to develop composite lifelong 

residential care housing for the elderly. It should help company gain a sustainable 

competitive advantage over new entrants from different industries with little 

management experience on long-term living assistant residential services.  

 Restructure human resource management system (S11 + T5,6): 

- Under the increasing competition of labor market in Japan resulting from rapid 

increase in elderly-care related services, it is crucial to develop competitive human 

resource management strategies to attract, retain, and motivate workforce. Since 

most nursing care staffs working in elderly facilities are paid lower than other 

industry average wage and their employment contract is often a temporally instead 

of full-time job position, Cocofump would be able to acquire workforce by providing 

some attractive employment welfare programs hiring a full-time worker using its 

high corporate capital.  

 

W-T Strategies 

 Increase franchise management (W2,3,4,5,7,9 + T1,2,5,6,10): 

- Granting another party the right to use corporate trademark as well as certain 

business systems would be an option that the company can choose to deal with the 
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management problems and lower the risk of legal lawsuit resulting from 

mismanagement toward its customers and employees. 

 

5.4 Conclusion 

Reviewing Cocofump Hiyoshi’s business model, the company’s business strategy is 

on the right direction and its business model satisfies local middle-income elderly people’s 

needs and be highly evaluated. As the matter of fact, company’s housing has had no vacancy 

room since starting the service as a result of developing right business model which helps an 

organization creates, delivers, and captures the specific needs of customer values.  

 Based on organizational know-how to manage real-estate business for elderly and 

close cooperation with key partners, company has been developing its corporate brand and 

expanding its business nationwide of Japan. Since Japanese elderly care housings industry is 

expected to grow until the year of 2055, company’s further development of this sector is 

more likely to happen in the future. However, entry barrier into this business is much lower 

than the other industry due to the various financial subsidies from both government and 

financial institutions, the competition of this industry is expected to be grown. Therefore, 

company needs to develops or renew its business model in order to correspond to changing 

customer needs and market trends. Although company is recognized as reliable and 

trustworthy organization in this industry, single mismanagement may harm corporate brand 

and credit that leads to losing both existing and potential customers. As the industry becomes 

more competitive, differentiation of its business and maintaining high good corporate image 

will be more important. Therefore, company needs to pay attention to competitors’ 

movements and develop unique business strategies to gain competitive advantages in the 

competitive business environment. 
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Chapter 6: Case Study: Suncity Group Housing 

Interviewee: Mr. S (Customer consultant, Ginza Building), Mr. S (Customer consultant, 

Kichijouji Building), and Mr. I (Customer consultant, Machida building), Interview date: Feb 

5th 8th, and 10th, 2015, Interview time: 2 hours each 

 

6.1 Company Background 

Suncity Ginza is a fee-based senior housing managed by Half Century More which 

was found in 1979 and originally engaged in healthcare business for medical institutions. 

Company started a luxury-type senior housing business since the company’s CEO had a 

strong ambition to provide an appropriate retirement residential care services for those who 

had a certain level of social status and income, since he had seen numerous people who 

worked as companies’ upper than managerial positions had lived below their means without 

privacy and dignity in long-term care facilities and medical institutions’ bed rooms. In those 

days, there were few residential care services for above middle-upper income class elderly 

people in Japan, therefore, he found a market’s potential investment opportunity which a 

business can satisfy a niche demand of customer group. In 1994, company started long-term 

residential service, Half Century More, for the above upper-middle income class elderly 

people and there are 17 corporate senior housings with 4368 rooms in total; 12 housings in 

Kanto area and 5 housings Kansai area. Because of business networks of board members 

with numerous commercial entities, Suncity successfully fundraised 12 billion JPY operation 

capital invested by 97 companies and banks in 1990. Utilizing this huge corporate capital, 

corporate developed a mission statement which rules “no debt management policy to reduce 

default risk and operate long-term business for its customers.”  

Three Suncity’s housings were interviewed for further understanding of its business 

model and services: Suncity Ginza, Suncity Kichijouji, and Suncity Machida.  

Suncity Ginza was founded in 2006 to target the elderly people of above upper-

middle income class who wish to have secured luxury retirement living in the center of Tokyo 
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with receiving numerous supportive services and nursing care services. Although residents 

need to bear moderately high residential service fees and lump-sum payment lifetime to 

acquire lifelong residential right, this housing is popular among the customer group who are 

in good financial shape. Therefore, independent-living room is fully occupied and there is 

only 15% vacancy room rate for bedridden living room as on 2015. From the interview result, 

it is found that company spends few marketing expense and acquire existing customers 

mainly through word-of-mouth marketing conducted by its customers as a result of their high 

level of satisfaction toward organization’s services. There is also in-house fund for future 

business uses and social activity uses which has been largely raised by existing customers’ 

donations resulting from company’s high level of hospitality toward its customers.  

Residential service fee within company’s group housing mainly because of different 

real-estate price in each geographical location while each housing’s service quality and 

residential quality are consistent. Also, since each housing is located in an area with different 

geographical characteristic, company’s customer segment chooses the one based on their 

financial ability and preference of retirement life environment.  

There are many leisure facilities inside the housing, such as theater room, ktv, gym, 

swimming pool, and board game rooms, in order to solve the potential needs of leisure 

activities of residents and interaction with friends and family. Those leisure facilities can also 

motivate resident’s family to visit their elderly parent more frequently, therefore, usage 

frequency of each of those facilities are not paid large attention by the housing managers 

according to interviewees of three distinct housings locations.  

Unlike the other elderly housings, Suncity’s housings are less willing to organize a 

community activity with external entities due to high level consideration of its customers’ 

security since most of them are financially well-off and their potential risk of fraud or other 

accidental cases are higher. Therefore, company only cooperates with some organizations that 

have high level of mutual trust for in-house social event and a leisure activity.  
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Suncity housing’s safety confirmation services are well-managed through the usage 

of multiple safety-check devices inside resident’s room and each area of the building. Motion 

sensors are equipped at near bathroom and bedroom of every resident’s room, and longer 

than 10-hours stationary state of resident will be detected and reported to operation room of 

the housing. Also, there are 4 to 6 emergency call buttons inside resident’s room in order to 

respond to resident’s urgent situation quickly. There are also full-time security guards and 

numerous numbers of security cameras possessed at each area of residential building to 

ensure resident’s safety.  

Based on company’s interview results, it was found that company mainly uses on-

the-job training for its employees since company considers its employee training method is 

most effective to learn required skills and business manners without spending much expense. 

Another reason of using on-the-job training method is employee’s high turnover rate, 

especially young workforce, which makes company less willing to spend money for human 

resources development. Thus, company usually offers temporary job positions for middle-

aged women who are more patient and willing to work without much employee welfare 

programs.  
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Table 6.1: Company Profile 

Source: Corporate referring materials and registration certificates 

 

6.2 Business Model Analysis 

 Company’s business model is analyzed and described using the business model 

theory of Osterwalder & Pigneur (2010) in the same as it is described in the previous chapter. 

 

6.2.1 Customer Segmentations 

 Half Century More Co. Ltd has 17 elderly housings in most urban areas of Japan 

where adobe upper-middle income class people live in. Although income level might be 

differed by each geographical location, the target customer segment should be characterized 

to be elderly people who are financially well-off and pursue upper class lifelong retirement 

Ginza East Machida Corporate information

Foundation date: Oct 24 2006
July 2000 (1st, 2nd building)

March 2006 (3rd building)
May 1979 (company's foundation)

Capital

Lifetime membership fee

for room and shared facilities
59 ~ 140 million JPY 30 ~96 million JPY

Lifetime fee for care service 5.4 million JPY 5.4 million JPY

Rent fee 254,000 ~ 426,000 JPY 98,000 ~ 143,000 JPY

Meal service fee

540 JPY (breakfaast), 1080

JPY (lunch), 15620 JPY

(dinner)

540 JPY (breakfast), 756 JPY

(lunch), 972 JPY (dinner)

Each fee is recorded and residents are

required to pay on the monthly basis

51.6 ~ 76.2 ㎡ (15.6 ~ 23坪) 42.30 ㎡～111.80 ㎡ Independent living

42 ~ 97.1 ㎡ (12.6 ~ 30坪) 23.63 ㎡～50.80 ㎡ Assisted living

21.4 ~ 40.5 ㎡ (6.5 ~ 12坪) 23.63 ㎡～50.80 ㎡ Bedridden

Room number

275 rooms for independent living

38 rooms for assisted living

56 rooms for bedridden

318 rooms for independent living

128 rooms for bedridden

Employee number 79 235 1000 total as group

Shared facilities

Cafeteria, spa, nursing care

facilities, public bath, library, ktv,

theater room, exercising room,

observation platform, recreation

rooms, visitor's lounge, visitor's

temporally stay room, massage

room

Cafeteria, spa, nursing care

facilities, public bath, library, ktv,

theater room, exercising room,

observation platform, recreation

rooms, visitor's lounge, visitor's

temporally stay room, massage

room

Residents can transfer each area's

facility if they pay the balance fee of

the new room

Joint facilities Clinic, pharmacy

Fully depreciated in the first 5 years

Room size

12 billion total as group
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residential service with supportive services which can support them until the last day 

regardless of changes in their physical conditions. 

 This customer segment tends to value the quality of residential environment and 

facility’s hospitality that do not harm their dignity, they have developed throughout their 

lives. Therefore, neither public long-term care facilities nor other residential services for the 

lower-income class elderly people would be able to satisfy their psychological demands. 

Some of resident’s family may also wish their older parents to have upper-level retirement 

residential life instead of sending their parents to public care facility, medium-level elderly 

housing, or hospital’s bedroom whose residential environment and quality are lower or 

inconsistent with their social and income levels.  

  

  

6.2.2 Value Propositions 

According to the interview results, there are following five factors that company’s 

targeted customers highly value: 1) luxury residential environment, 2) meals service, 3) 

highly financially secured corporate financial structure, 4) organization’s lifelong supportive 

living services system, and 5) employee’s high level of hospitality mindset.  

Suncity housing’s luxury residential environment with supportive care services is 

highly valued by its customer segments. In the past, there were few luxury residential service 

for the elderly people in Japanese market since aged-people were often less respected and 

considered that they should not take their residential quality into consideration. As a result, 

elderly people’s demands toward residential quality had been disregarded and some of aged-

people had been sent to low-residential quality facilities or hospital’s bedrooms regardless of 

their social status and income level. Therefore, Suncity’s housings were highly appreciated by 

large number of elderly people whose financial status and social status are above upper-

middle class and have higher level of dignity as a man/woman succeeded in some fields. 
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Suncity’s meal service also provides value to its customers. There are over 50 types 

of meals and each of them is designed and cooked under careful nutrition administration by 

chefs who had work experiences at well-known restaurants or hotels. Those meal services do 

not require reservation and residents can have the meal any time they want. The meal service 

fee is reasonable and calculated based on the amount resident actually had and charged on the 

monthly basis. Residents also can invite their friends and family for this meal service without 

limitation.  

Company’s highly financially secured corporate financial structure is also 

appreciated by its customers. Customers of elderly housing usually pay more attention to 

operating company’s management status since company’s business default not only lose 

residential environment of resident, but also result in lapse of high-priced lifelong residential 

right and usage right of nursing care services which customer purchases in advance. 

Therefore, company’s “no debt business management policy” with 12 billion corporate 

capital invested by more than 100 business organizations are highly valued and provide 

psychological security for customers to acquire company’s services. Besides company’s “no 

debt operation policy,” company also claims it will not any surety contract under any 

circumstances to avoid risk factors that may harm its business.  

Suncity’s lifelong residential care services through providing both residential setting 

for independent living and bedridden living also increase the value of its customers. Since 

some care facilities only solves a specific issue of its customers, and customer’s physical 

condition changes will result in transferring to another facility, which may result in a certain 

level of psychological costs to aged-person and his/her family. Suncity’s in-house healthcare 

facilities and care staffs and partner medical institutions will dedicatedly take care of 

residents even if they become completely unable to conduct activities of daily living.  

 The housing’s high level hospitality management is one of most appreciated values 

by its customers. Although Suncity group does not have much human capital development 
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programs and mainly utilize on-the-job training method to increase level of employee’s 

service quality and hospitality mindset to provide good quality comfortable living for its 

residents. New recruits are taught Suncity’s corporate culture and hospitality mindset in the 

first few weeks, then, they learn how to serve for Suncity’s customers under the supervision 

of senior managers and colleagues. Through the interaction with customers, employees 

develop their work skills and hospitality mindsets, that make them provide assistance services 

voluntarily without harming one’s feelings. In order to sustain its customer satisfaction level, 

each Suncity housing leaves opinion boxes inside the building which can be posted 

anonymously and continuously solve its problems.  

 

6.2.3 Channels  

 Suncity group mainly utilizes personal selling channel in order to link with its chosen 

target customer segment. Once company could successfully approach its target customer 

group, company educate potential customers through demonstrating its residential 

environment and services through providing a housing tour to let them evaluate company’s 

residential services, including tasting of housing’s meal service. Once customer purchased 

company’s residential service and start to live in the housing, company provide dedicated 

supportive living services with high level of hospitality in order to retain its customers.  

  Direct channels of company include website, brochure distribution, periodical issued 

catalog of each Suncity housing, and face-to-face contact and housing tour in order to develop 

relationship and understanding of how company’s residential services can solve customer’s 

problems. Based on interview result, company’s online information page is not effective 

channel to acquire its customers due to limited information about company’s residential 

services and customer group’s infrequent usage of the internet. Therefore, company’s website 

is used only as a reference for each housing’s brief introduction and contact information.  
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 Company’s indirect channel include existing customer’s recommendation to the 

prospective customers and introductory articles in print media and TV, and real estate agents. 

Among indirect channels, existing customer’s word-of-mouth marketing is most effective 

channel to link company’s prospective customers since about 50-60% of customers were 

acquired from existing customers’ recommendation to friends or colleagues who have similar 

level of financial and social status and potentially have age-related issues or anxiety toward 

future retirement living. Since each customer has own social network which people have 

similar characteristic and problems, increasing customer satisfaction to make them introduce 

company’s residential service to his/her friends voluntarily is beneficial and more effective 

customer acquisition method than spending huge money for marketing activities. Company 

had conducted marketing activities through print media and TV media, however, none of 

them were effective enough to reach its customer segment although they require high 

financial cost.  

  

6.2.4. Customer Relations  

 Development of a good customer relationship with existing customers is critical to 

Suncity housing’s business success since it will result in customer retention, boosting sales, 

and acquisition of a new customer. The category of customer relationships of Suncity housing 

should be characterized to be dedicated personal assistance, which is effective to make a 

long-standing relationship with individual customer through its luxury residential 

environment and customization of the customer experience and services based on traits and 

preference of each customer.  

 To increase customer’s segment’s recognition and awareness of Suncity’s residential 

service for the elderly, company initially had utilized TV and print medias and direct sales to 

potential customers within board members’ social networks as marketing mediums during the 

1990s. However, company no longer conducts neither of TV advertisement nor print 
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advertisement because these two marketing mediums are costly but not effective enough to 

approach company’s chosen customer segment. Later, company found there are abundant 

numbers of potential customers within customer’s social networks, therefore company 

switched its marketing strategy to word-of-mouth marketing strategy through developing a 

good long-lasting relationship with existing customers and continuously improving service 

quality and customer satisfaction.  

 In order to retain its customers, Suncity has continuously improved its residential 

services to meet with its customers’ demands and provide dedicated supportive services with 

high level of hospitality. Company accepts its customers’ criticism and opinions about its 

residential services as they are constructive and sincerely meant for company business’ 

betterments. All employees are educated to treat housing’s residents as if hotel’s “guests” 

instead of “patients,” “friends,” or “socially vulnerable,” therefore Suncity’s residents can 

enjoy their retirement living maintaining their dignity. Therefore, company’s employees 

support and greet residents voluntarily. Several opinion boxes are also left inside the 

residential building which can be posted anonymously in order receive customer’s feedbacks.  

 Developing a good customer relationship and providing high quality supportive 

services would be the company’s tactics to boost its sales of supportive services and 

acquisition of new customers. Since elderly housing business service provides long-term 

services and support for customers, company considers developing a good customer 

relationship and trust will increase the usage of company’s optional supportive services, such 

as meal service, room cleaning, care services, and recreational services. Therefore, company 

focuses on managing the quality of every service to ensure that the business excels in meeting 

the customer requirements and expectations, which will result in boosting the sales of other 

services and acquisition of new customers through satisfied customer’s word-of-mouth 

marketing within his/her social networks.  
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6.2.5 Revenue Streams 

 Suncity housing business generate its revenues through the following three ways: 

asset sale, usage fee, and subscription fee, and each of those revenue streams has 

characteristic of transaction revenue and recurring revenue.   

 Company’s asset sales are divided into sales earned for providing lifelong residential 

right and lifelong health management fee that are both paid in advance before residential 

services start to be provided. The lifelong residential right provides customers for their 

lifelong usage of residential room and facilities inside the Suncity residential building, which 

price can be varied based on the size of resident’s room and the located area of each Suncity 

housing. Lifelong health management fee provides regular medical checkup service, 

temporary assisted living and nursing care service before public insurance can be used, and 

the services uncovered by public care insurance. Both of them are depreciable assets and the 

monetary value of residential right is fully depreciated in 15 years and health management 

service is depreciated in 10 years while those services are provided even after they have no 

salvage values.  

 The revenue earned from customer’s usage fees is divided into meal service fee and 

the fees charged for usage of optional supportive services. This type of fee is charged by 

service actually provided to customers, therefore, company focuses on management of 

service quality. For example, company’s meal service is cooked based on nutrition 

management and it has over 50 types of foods charged for reasonable price. Residents are 

also accepted to invite his/her friends and families to use housing’s meal services. As a result, 

Suncity’s housing can retain high usage ratio of meal service. 

 Housing’s subscription fee is a fixed monthly charged management fee for 

residential services which include residential building’s utility expenses, maintenance fee, 

operation fee, and employee’s salary fee. This fee is fixedly charged to every resident on a 

monthly basis equally regardless of resident’s room size and usage of supportive services.  
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6.2.6 Key Resources 

 Half Century More’s key resources, which are required to make the company’s 

business model work, could be described by the following three types of resources: physical 

resources, intellectual resources, and financial resources.  

The company currently operates 14 luxury elderly housings and 3 intensive nursing 

care facilities in total in Japanese domestic market, and these buildings which has numerous 

leisure activity facilities and upper-level residential environment are company’s most 

important resources which are used to create its value proposition to company’s customer 

segments. Company’s luxury residential environment and services inside those buildings are 

directly relevant to the number and type of key activities that company engages in. Since 

there were few residential service for the above upper-middle income elderly citizens during 

the 1990s, company’s luxury residential setting with leisure activity facilities for retirement 

living were highly appreciated by those income class elderly Japanese people who wished to 

have luxurious retirement living with supportive services instead of living in low-living 

quality care facility or hospital’s bedroom. Possession of both residential facility for 

independent living and intensive nursing care required aged-residents also can deliver the 

lifelong residential service to its customer segment. Company’s luxury residential 

environment with numerous activity facilities also functions to motivate resident’s family to 

visit more frequently.  

According to interview questions and analysis of company’s business, Half Century 

More corporate groups’s intellectual resources can be broadly classified into structural capital 

and relational capital. Structural capital, the supportive non-physical infrastructure which 

enables human capital to function, include the organizational image, philosophy and system 

that leverage organization’s capability, and service procedure and technique to implement and 

enhance the delivery of services to its customers on a daily basis. Company’s elderly care 

service system had been developed through acquisition of healthcare center in Hawaii in 
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1989 and an acquisition of a nursing home in Saitama area in 1991.On the other hand, 

company’s relational capital includes its customer relationship and board members’ broad 

business connections that help company’s customer acquisition process and business 

operation as well as fundraising. As a matter of fact, the company’s CEO’s personal 

connections with numbers of business entities, that was developed through working as a 

branch manager of Mitsui Bank (currently known as SMBC group), was effectively 

contributed to company’s fundraising plan invested by over 100 business and financial 

entities in order to start new type of residential care service for the elderly, and company 

could have grown its business by today.  

Company’s financial resources contribute to company’s customer acquisition, 

business operation, and retention of its workforce. Since customer group of elderly residential 

services are more likely to take a serious consideration on operating company’s business 

capability in order to avoid its default risk during their residential period. Therefore, 

company’s financial capital (12 billion JPY) without debt is highly evaluated by its customer 

segments as a financially secured company.  

 

6.2.7 Key Activities 

Half Century More’s key activities are defined as the problem solving which aims to 

find solutions to individual customer’s unique problems conducted on a daily basis. This 

company’s problem solving activity include delivering luxury retirement residential 

experience, minimizing customer’s accidents and age-related problems, and providing 

dedicated supportive care services.  

Delivering luxury retirement residential experience to company’s customer segment 

is one of the most important and unique company’s business activities conducted on a daily 

basis that differentiates its business from competitors. Developing luxury residential 

environment not only represents gorgeously decorated residential building and facilities, but 
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also provides good quality services and hospitality for customers. Both corporate philosophy 

and quality management system function to delivery luxury retirement residential experience 

to its customers and to retain customers and boost sales. Besides, company regularly 

organizes numerous types of social events to fulfill its customer’s living and to provide 

chances to participate in a social community.   

Every company’s customer potentially has risks of accidents and health problems 

resulting from his/her old age, and minimizing those risks are one of the corporate missions. 

Specifically speaking, every Suncity housing has living consultancy services, supportive 

services for customer’s activities of daily living, regular medical checkups, security guards, 

safety management system utilizing motion sensors and emergency call buttons inside 

residential room and security cameras in numerous areas of the residential building. There are 

several optional services aiming to prevent fraud cases resulting from the customer’s senile 

dementia and deterioration in brain function, such as personal financial management service 

and proxy application service.  

Dedicated supportive care services are provided for assisted-living and bedridden 

customers. Similar to other supportive services, dedicated nursing care is also provided from 

customer’s perspective with respect. All company’s care staffs are educated not to t hold 

stereotypical negative attitudes towards older people and treat handicapped elderly residents 

with respects of their privacy, will, and emotion.  

 

6.2.8 Key Partners 

 One of the most important key partners for the company is building designers and 

architectures who design and construct company’s elderly housings which deliver major 

value proposition to its customer segment. Each housing was designed and constructed by a 

different designers and architectures. Company invites numerous plans and designs of each 

housing and the most suitable one is selected through long-term analysis.  
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 Company has strategic alliances with several domestic luxury hotels (ex. Washington 

Hotel Plaza, New Otani Hotel Group) in order to acquire hospitality management skills and 

improve customer service qualities. Some board members of the company are from well-

known Japanese hotel management companies, Suncity’s services are supervised by those 

organizations. Corporate philosophy and quality management system were also developed 

based on those hotels in order to continuously deliver luxury residential experience to its 

customers.  

 Company’s strategic alliances with local medical institutions also make its business 

model effective through getting rid of anxiety of health issues of elderly customers. 

Partnership with local medical institutions can reduce the risk of its customer’s death or 

aftereffects resulting from insufficient medical treatment knowledge, appropriate treatment 

facility, and delay of proper treatment. This partnership also functions as preventive care, 

early detection of disease, and improvement of housing’s care services. In case of Half 

Century Ginza, it has six local partnered medical institutions and those partners increase the 

value proposition of company’s customer segment through strengthening the company’s care 

service and its lifelong residential service system.  

 Company’s investors, composed of over 100 businesses and banks, are also one of 

the most important partners to start as well as operate the elderly housing business. Since this 

residential services for the elderly was concerned to be a type of social business and have a 

high growth potential, many organizations were willing to invest in the business although the 

company could have not distributed its stock dividends to those investors in order to grow its 

businesses.  

  

6.2.9 Cost Structures 

 Suncity housing’s cost structure would be characterized as value-driven, which 

focuses on the importance of value creation for target customers personalized services in 
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order to sustain high level of customer satisfaction. Suncity housing’s cost structure is 

described on the table below. Besides the costs described on the table, company requires large 

financial capital for construction of residential building to meet the demand of customer 

segment which was financed by company’s corporate capital and retained earnings, and the 

return on investment used for housing construction can be earned in short term though 

receiving customer’s advanced payment for lifelong residential right.  

 

Table 6.2: Cost Structures of Suncity Housing 

Source: Interview result and company’s public report 

 

 In order to ensure service quality, Suncity spends above average employment cost to 

acquire and retain its talented employees and care staffs. Among them, property tax is larger 

than the other costs. Maintenance costs of some Suncity housings are higher than the others 

because of they were constructed earlier and might require large-scale renovation or 

restructuring.  

 Company might be able to enjoy cost advantage by increasing size of operation that 

spread fixed expenses resulting in lowering unit costs. For example, Suncity Ginza’s initial 

fixed construction cost per unit room of capacity could be lowered as a result of constructing 
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large number of rooms for residents (369 rooms). In addition, some of other capital and 

operating costs are also spread to lower unit costs as a result of increasing the scale of 

business. Company also achieves economies of scope through providing both individual 

living room and intensive care facility and numerous types of supportive services by using 

the same people, system, and residential building. The cost of residential service can be 

distributed over a greater revenue base, which leads to improvement of cost efficiency. There 

would also be synergies between services that offering numerous types of supportive care 

services increases customer’s purchase motivation of company’s services.  

  

6.3 SWOT Analysis 

 

Strengths  Weaknesses 

1) Lifelong residential services from 

independent living to bedridden  

2) High corporate recognition  

3) High customer satisfaction results in an 

effective word-of-mouth marketing and 

in-house foundation donated by 

customers 

4) Provides customer-oriented services 

5) Owns multiple medical and care service 

systems inside and near the residential 

building  

6) Owns various types of rooms 

7) Located in a central part of metropolitan 

area  

8) Provides luxury retirement residential 

environment and services 

9) Huge corporate capital with zero debt 

10) Owns long-term management knowhow 

and experience for healthcare business 

and residential services for the elderly  

1) High-cost pricing model 

2) Lack of HR management programs 

3) Old-fashioned revenue making model 

4) Some of corporate residential buildings 

are old and require renovations  

5) Might have little motivation factors to 

retain its employees 

6) Owns little marketing skill  

7) Focuses only on upper-income 

customer segments while Japan faces 

stagnant economy  

8) Some services facilities are not 

frequently used  
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11) Owns several recreational facilities 

inside the residential building  

12) Owns in-house restaurant and provide 

various types of foods cooked under 

dedicated nutrition management  

13) Return on investment term is short 

14) Usage of multiple motion sensors inside 

each room to check resident’s safety  

 

Opportunities Threats 

1) Market growth for the middle-income 

customer service 

2) Increases in new service demands 

3) New technologies  

4) Market acceptance of residential service 

for the elderly has increased 

5) Changes in aged-person’s lifestyle 

6) Industry should have much potential for 

innovative services and business 

systems 

7) Expected rise in rehabilitation, day-care, 

community care services 

8) Government’s subsidy program 

9) Business internationalization  

10) Mergers and acquisitions  

11) There are numerous under-developed 

and developing areas  

12) Expansion of elderly-related businesses  

1) Industry competition growth 

2) New entrants from different industries 

3) Expected decreases in public 

compensations for medical and long-

term care treatments and subsidies for 

business  

4) Potential declines of social image and 

reputation toward the elderly housing 

businesses 

5) Expected decreases of labor forces  

6) Expected rise of labor market 

competition 

7) Changes in customer demands  

8) Changes in government policy 

9) Competitors might develop innovative 

services or business models 

10) Stagnant economy  

 

6.3.1 SWOT Analysis Matrix  

 SWOT analysis matrix is the complement analysis model for the SWOT analysis, 

which is used to develop a set of strategies through analyzing each of internal capacity of the 

company and the external environment of the industry.  
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S-O Strategies 

 Expand its high-end residential services for the elderly to overseas markets 

(S2,3,4,8,9,10 + O9,10): 

- The corporate group may be able to internationalize its luxury retirement residential 

services targeting for foreign upper-income people through utilizing its long-term 

management experience and knowhow. Acquire oversea companies would be one 

option take for business internationalization  

 Develop residential services for short-term rentals (S1,2,4,9,10 + O1,2,5,6,7,12): 

- As the market grows, demands toward residential service for the elderly are expected 

to be risen and diversified. Developing a luxury temporary rental housing just like a 

five-star hotel with assisted living services for the elderly would be a possible 

service that the company can provide through utilizing over 30 years’ management 

experience of luxury lifelong residential service for the elderly.  

 Develop residential services for increasing middle-income customer segments (S2,4,9,10 

+ O2,5,6,11,12): 

- Since the residential service industry for the middle-income aged-person has been 

continuously growing under nation’s stagnant economy, the company should 

develop the services for those customer segments through utilizing knowhow and 

expertise of customer-oriented luxury hospitality service management and corporate 

culture.  

 

W-O Strategies 

 Develop services what customers really value (W6,8+O2,5,6,12): 

- The company may need to develop its residential services to respond to changing 

customer demands and values. Based on the onsite interviews and facility tours of 

three company’s residential buildings, some recreational facility services are not 
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frequently used by residents, but they are mainly used by residents’ young families 

who visit them infrequently. This problem might be resulted from insufficient 

analysis of customer values and focus too much on developing how society 

perceives high-end residential facility should be like. 

 Restructuring pricing models to respond to industry’s changes (W1,3,7 + O1,5,6,8,11): 

- Changing the company’s pricing model and revenue making strategies may extend 

its business opportunities and make the company survive regardless of market 

growth and economy shift. Unlike Suncity’s depreciable lump-sum payment and 

membership fee pricing model, the revenue making model of most elderly housing 

for the elderly is mainly composed of three types of income: house rent income, 

living assistance services fee income, and care service incomes. The Pricing model 

which Suncity currently uses could only work under the condition of little residential 

services for the middle-income customer and the period of nation’s high economic 

growth.  

 Improve organization’s HRM practice using training software or online employee survey 

system (W2,5 + O3,7): 

- Using online employee training software and information sharing system might be 

able to supplement and provide consistent training program for its employees within 

the organization. Online survey system might help the organization to understand 

how the employees evaluate the company’s working environment and what types of 

problems need to be remedied.  

 

S-T Strategies 

 Keep focused strategy and serve for upper-income aged-customer (S1,3,4 + T1,2): 

- Although company might meet increasing price competition in the industry, the 

company may be able to survive in the industry if it could successfully differentiate 
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its services from others by providing high-end residential services and living 

assistance services for those who value.  

 Develop a middle-priced residential service (S2,9,10 + T2,7,9,10): 

- Developing new residential service division for middle-income customer segment 

would be possible option that Suncity would be able to take to respond to market and 

economy shifts. It would be necessary to sustain a certain level of service quality in 

order to avoid degrade image of the corporate brand.  

 

W-T Strategies 

 Restructure HRM strategies to acquire and retain its employees (W2,5 + T5,6): 

- Since an issue of decline in the labor force population is expected to be severe, 

developing effective human resource acquiring and retaining strategies will be more 

important than ever. Suncity might be required to restructure its HRM policies in 

order to secure its human resources. 

 Strengthen marketing and customer demand analytical skills (W6,8 + T1,7,9): 

- In order to avoid developing the activity service facilities that few customers 

appreciate, the organization may be required to spend much more time and effort to 

analyze what the customers really value and market changes. 

 Withdraw from market (W1,3,7 + T3,7,10): 

- If Japanese economy will not have further economic growth and the company will 

face difficulty in managing luxury retirement residential service business, 

withdrawal from the market would be an option that company can select.  

  

6.4 Conclusion  

 The company has had more than 30 years of management experience of elderly care 

housings and today’s business development of the company was achieved through its 
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differentiation strategy to grasp the different type of customer segment and development of 

its value propositions that are high evaluated by its customer segments.  

 In the company’s business model, its value propositions and key resources would be 

the most important building blocks that make its business model work. In the past, the market 

segment of elderly housing business was not clearly defined and different customer segments 

had no option but staying in a low living quality public nursing care facilities or staying at 

home receiving family’s living-supports. In order to meet the demand of the highly 

demanding above middle-income elderly customers who choose their retirement living 

environment where can live till the last day, the company has continuously developed its 

services and improve resident’s living environment through dedicated analysis of housing 

design and layout, construction, and hospitality services that are advised and supervised by 

prestigious hotels in Japan. In addition to company’s healthcare business background, the 

company also acquired two nursing care facilities to gain further nursing care skills and those 

management efforts were highly evaluated by its customer segment and acquired trust both 

from customers and business organizations from the other industries. The company’s 

intangible key resources of corporate brand and its credibility resulting from financial 

standing with 12-billion-yen capital invested by over 100 well-known business and financial 

institutions and company’s no debt policy. 

 The case study of Half Century More’s elderly housing business model explains the 

management of luxury-style elderly housing business can achieve success if a company is 

able to successfully create the appropriate value propositions to its targeted customer 

segments with its key resources which contribute to its business model. Besides, company’s 

business is relatively highly influenced by external economic condition although elderly 

population is expected to be growing the next 40 years. Also, the industry’s competition has 

been increasingly competitive and there are more possible choices for elderly customers as 

the arise of the housings for middle-income class people which has different payment method 



 

119 

 

with a different quality of living environment. Therefore, company’s housings located in the 

central areas will be less attractive or not affordable for its targeted customer segments.  
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Chapter 7 Case Study Smart Community Inage 

Interviewee: Mr. M (General manager), Interview date: February 6th , 2015, Interview time: 2 

hours 

 

7.1 Company Background 

 Smart Community Co. Ltd. started the residential service business of Smart 

Community Inage in Chiba prefecture, which is the first continuing care retirement 

community (CCRC) in Japan. There are numerous leisure activity facilities inside this 

retirement community to promote active and healthy daily living for its aged residents which 

can be preventive care benefits for them. This first preventive health service retirement 

community has been received high attention by Japanese young elderly citizens and 

company’s business has been continuously growing because of rises of health motivation and 

health consciousness among aged-people. It is believed that the combinations of social, 

psychological and biological factors may determine the level of psychological and physical 

health of a person and those factors would influence more to older people, therefore, 

company’s retirement community receive increasing attention which would be an ideal 

solution that will potentially prevent or solve unique aging issues through using the numbers 

of leisure facilities, community platform, and supportive services to fulfill everyday living 

with people.  

 Unlike the other elderly housings or care facilities, this company was found by a 

founder of Square Enix, Japanese gaming software company, and his friends with variety of 

business backgrounds in order to seize a great investment opportunity of nation’s elderly 

business through cultivating a niche market, where people wish to prevent aging-related 

diseases affected by environmental factor and lifestyle choice. In order to satisfy the demands 

of a niche market’s demand, company’s retirement community has a 30,000 square-meters 
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club house and 70,000 square-meters multi-purposed sports ground for more than 200 types 

of leisure and social activities as well as health and living-support services.  

  Smarty Community Inage could have obtained various types of first mover 

advantages through providing pioneering residential services. Firstly, company could 

establish strong brand recognition and customer loyalty through numbers of media reports as 

a result of developing unique residential service in Japanese market. As a result, Smart 

Community Inage’s business has continuously grown without spending much marketing 

expenses, which currently operates seven residential buildings with over 1000 rooms 

although there were only two residential buildings with 510 rooms in 2010. Company also 

enjoys economies of scale as a result of increasing the size of customers which leads to lower 

the unit cost of each activity facilities and living supportive service facilities. Customer’s 

switching cost to use other company’s residential service is relatively high since the contract 

made between a customer and the company is asset purchase contract, and the residents make 

long-term social relationship with others inside the community according to the interviewee. 

As a result, company can retain its customers for a longer time.  

One of the potential issues would be the company’s insufficient in-house nursing 

care services, which may result in losing its customers when they require assisted living 

services. Smart Community Inage’s services consist of living-consultation service, safety 

check service, security services, meal service, activity facility service, and optional 

supportive services for activities of daily living. Both healthcare and medical care services 

are outsourced to local medical and healthcare institutions. Therefore, once residents became 

no longer enable to have independent living and require dedicated daily cares, residents might 

be required to transfer to nursing care facilities. Another issue would be company’s 

inadequate financial management strategy which would result in insufficient monthly revenue 

stream for its business operation which will be discussed in the later section of this chapter.  
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Company is currently planning to develop another retirement care community in 

Ibaraki prefecture which targets to acquire 2500 elderly senior residents under the 

cooperation with a local government which wish to solve depopulation of its area. 

 

Table 7.1: Company Profile 

Source: Company’s related documents and interview data 

 

  

Foundation date: April 2010

Capital 910 million JPY

Room purchase price 14 ~ 75 million JPY Initial payment

Enrollment fee
0.5 million JPY for single resident

1 million JPY for coupled residents

Initial payment

No refund policy

Membership right

fee for a club house

1.9 million JPY for single resident

2.85 million JPY for coupled residents

Initial payment

Fully depreciated in 5 years

Monthly service fee
42,858 JPY for single resident

76,192 JPY for coupled residents

For maintainance of the shared

spaces, operation services charge

Mlnthly meal service fee
41,905 JPY for single resident

83,810 JPY for coupled residents

The fee include breakfast and

dinner fees.

Lunch fee is charged separately

Room size 33.24 ~ 119.86 ㎡  (10~ 36.3坪)

Room number 1000 rooms inside 7 buildings in total

Employee number 190 As on March 2016

Club house

3 restaurants, a beverage and coffee bar, exercising

gym, golf room, dental clinic, table tennis room, library,

party-room, seminar room, medical-check room, art

room, PC room, Japanese tea room, darts room, dance

hall, table-game room, billiard room, business

entrepreneur room, music studio, KTV, theater room,

Shogi and Go room, study room, multi-purpose room,

life-support desk, etc

4 floors

The total floor space is

approximately 30,000 square

meters.

Multi-purpose ground
BBQ, soccer ground, tennis field, golf field Jogging

course, baseball ground, garden, support room, etc

The total ground space is

approximately 70,000 square

meters
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7.2 Business Model Analysis  

 In this section, Smart Community Inage’s business model is analyzed using the 

theory of nine business model building blocks by Osterwalder and Pigneur (2010) to identify 

how each of the nine elements contributes to the company’s monetary value creation 

activities.  

 

7.2.1 Customer Segments 

 Smart Community Inage’s target customer segment can be characterized as a person 

of above age of 50, between middle-income and upper-middle income class, who have high 

level of health consciousness and wish to maintain or improve his/her health and prevent 

diseases resulting from aging and environmental and living factors. Most of company’s 

customer segment have no or few health problems while they have anxiety toward age-

related diseases and changes in their physical functions as they get old. They are also willing 

to participate in communities and social events in order to fulfill their livings as a member of 

society, not as abandoned socially vulnerable.  

 Since most company’s customer segments are highly concern about all aspects of 

wellness, including diet and nutritional awareness, genetic variation, physical fitness, stress 

management, and gaining a sense of responsibility for lifestyle choices and their effects upon 

one's health, Smart Commmunity Inage’s residential environment with numerous types of 

activity facilities, platforms for social interactions, diet and nutritional meal service, living 

supportive services and consultation service are highly appreciated and meet their demands, 

preventive health environment.  

The average age of Smart Community Inage is 69.8 years old which is much lower 

than the industry average age of 82.1 years old (Japanese Association of Retirement Housing, 

2014). According to the interview result, about 30% of residents were transferred from Tokyo 

and local areas respectively and the other 40% of residents are from the other metropolitan 



 

124 

 

areas. Due to company’s insufficient supportive services for intensive care required elderly 

people, company only accepts the customers who are able to conduct activities of daily living 

by themselves. Also, company carefully selects its customers by having a face-to-face 

interview with a prospective customer and his/her family and some inappropriate customers 

for company’s residential services may be rejected in order to maintain a good residential 

environment and atmosphere as a retirement community.  

 

7.2.2 Value Propositions 

 The value propositions of Smart Community Inage can be defined as its health 

promotion and disease prevention environment and service’s price model.  

 One of the largest values appreciated by company’s customer segment is its 

preventive health environment in which elderly residents can prevent the occurrences of 

health or functional problems through increasing physical fitness and emotional well-being 

and improving nutritional status. Company’s leisure activity, platform for social interaction 

between residents and external parties, facilities for starting new hobbies and activities for 

residents, diet and nutritional food service, and living consultation and supportive services all 

can contribute to its customer’s improvement of bodily functioning and enhance an 

individual's ability to adapt to a changing environment, which lead to reduce or eliminate 

exposure to risk factors for disease and disability. Besides, company often organizes events 

that helps the residents to participate in social activities through cooperating with external 

parties which include local volunteer activities and study sessions. 

  Price model of Smart Community Inage also delivers an important value to its 

customer segment. Unlike other residential services for the elderly which offers depreciable 

non-realizable lifelong residential right, resident purchase a residential room from the 

company, so resident is able to retain it as his/her asset and sell it when he/she does not need 

company’s residential services. This price model leads to a great financial advantage for 
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customer and it is highly appreciated. In addition, the total monthly payment for the usage of 

clubhouse facilities and meal service is designed to be very reasonable (84,763 JPY/ person) 

which can be paid easily using resident’s monthly pension income. This reasonable service 

price model is also a factor that motivates customers to choose company’s residential services 

among the others.  

 

7.2.3 Channels 

 Smart Community Co. Ltd. mainly uses mass-market channels as the methods to 

reach and raise the awareness of its customer segment. Because company’s active residential 

services for aged-person’s health promotion and preventive disease services was the first 

residential service model in Japan, numerous types of medias, including broadcasting 

institutions, newspaper publishers, communication agencies, and the other press, voluntarily 

reported on the company housing to the public. As a matter of fact, the company’s research 

found more than 60% of its residents knew the housing through a television program and 

paper mediums. Those medias’ reports were effective to raise the awareness of target 

customer segments, and company could have reached to prospective customer groups without 

spending much marketing expense. Besides, company also own channels to approach its 

customers such as company’s website, in-house publication written about residential life of 

this retirement community, and SNS pages.  

 Company also provides a study tour for the housing and clubhouse to make 

prospective customer experience and evaluate its residential services. During the study tour, 

prospective customer is guided to see every activity facility and listen to brief information 

about the company’s service and contract content to clarify how company’s services can 

serve for what types of customers. During the customer’s residential term, company deliver 

its supportive services and activity services inside the clubhouse. Customer can also request 
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living supportive services through calling and visiting information desk located on the first 

floor of each building and clubhouse.  

 

7.2.4 Customer Relations 

Smart Community Inage’s categories of customer relationships can be divided into 

personal assistance and self-service.  

 A resident of Smart Community Inage has the opportunity to interact with company’s 

employees when he/she requires personal assistance services such as room cleaning service, 

living consultation service, and transportation service. On the other hand, usage of most of 

clubhouse’s leisure activity facility does not require any company’s personal assistance, so a 

resident can use it whenever he/she would like to use. Since the clubhouse usage fee is 

monthly fixed payment, every resident is required to pay regardless of his/her frequency of 

usages of those facility services.  

As stated in precious section, company acquired large number of customers through 

media marketing conducted by numerous media organizations. In order to retain and boost its 

sales, company has focused on improvement of customer experience through continuously 

improving its services quality and volume. Since company did not have management 

experience of retirement community and elderly housing business, there were numerous 

issues and complaints received from its customers. In order to solve the issues of company’s 

residential services, it has developed a customer center in order to collect customer’s 

feedback in a sincere manner and analyze the gathered data to improve its services and 

problems continuously. Each employee is also required to submit a daily report of a job and 

there is a weekly meeting to discuss the problems and their possible solutions. Besides, 

company has a training program and handbook to teach its employees how to serve for 

residents.  
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Due to business success of Smart Community Inage, company could have grown its 

business continuously and it is currently requested by a local government of other prefecture 

to develop another retirement community.  

 

7.2.5 Revenue Streams 

 The revenue stream of company is divided into the following five types and: real 

estate sales contract for residential room, lifelong membership for the usage of clubhouse and 

multiple-purposed ground, monthly service fee for clubhouse, meal service, and optional 

supportive service fees  

 Company’s transaction revenues are real asset sales and lifelong membership for the 

usage of clubhouse service. Since each residential room’s size and location is different, each 

room’s price can be varied and purchased based individual customer’s unique demand toward 

his/her residential setting. On the other hand, the price of lifelong membership right of 

clubhouse is fixed and all residents are required to pay same amount of fee before residential 

term starts. Clubhouse membership cannot be resold to the others and its financial value is 

depreciated in five years. Company’s asset sales revenue can achieve short-term return on 

investment of the residential building, and more importantly, the asset sales revenue can be 

used to develop another residential building in its retirement care community in order to 

increase the operation income that earned from usage of clubhouse service and other 

supportive services.  

 Company’s recurring revenue are monthly service fee for clubhouse and meal 

service fee which prices are fixedly charged regardless of the usage of services. These two 

monthly service fees are the major revenue stream earned every month which is used for 

company’s operation cost, employee salary, insurance, tax and so on. Therefore, increasing 

the number of residents would result in the increase in operation income since there is no rent 

income or public compensations for care services for the elderly. According to the interview 



 

128 

 

question, the company estimate the break-even point of sales for the clubhouse’s operation 

should be approximately 800 residents. 

Other supportive service fee is charged based on customer’s usage of the service and 

each service fee has different price. In order to increase the corporate revenue, company has 

increased the types of supportive services continuously.  

 

7.2.6 Key Resources 

 Company’s key resources are composed of physical resources, intellectual resources, 

and financial resource.  

One of the most important key resources to the company is its clubhouse with 

variety of leisure activity facilities which potentially promotes resident’s health and prevents 

diseases. Since the company’s clubhouse services and its activities’ environment aimed for 

preventive health service is very unique and highly evaluated by its customer segment. 

Residential room of Smart Community Inage does not have significant characteristic which 

can be competitive and differentiated from competitor’s elderly housing. Therefore, this 

clubhouse generates a large added value to company’s business model.   

  Corporate brand and customer’s knowledge about company’s service, which are 

company’s major intellectual resources, also create and offer substantial values to reach and 

acquire its customer segments. As the first continuing care retirement community in Japan, 

Smart Community Inage could have obtained the first-mover advantage to make a lasting 

impression on its customer segments that leads to its brand recognition and customer’s brand 

loyalty. Initially the company had trouble with acquiring its customers and there were only 

acquired 50 residents in the first year and 100 residents in the second year. However, the 

number of residents increased to 700 in the 5th year as a result of numerous advertising 

mediums reported by the media due to company’s unique services for the elderly. Because of 

company brand and its managerial knowhow of its unique retirement care community, it 
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received another business offer by public organization to develop another retirement 

community in a different area. 

 The company’s short-term revenue generating financial strategy also directly 

contribute to its business model. Since the company’s revenue stream of daily operation is 

earned from the service fees for clubhouse facility services and meal services which have 

fixed pricing model and charge to customers regardless of their usages, company had to 

increase the numbers of residents in the short-term for operating its residential service 

business. Therefore, the asset sales revenue model helped company to shorten its return on 

investment period and increase the number of residential building in the short-term. As a 

matter fact, the company has developed one residential building on an annual basis and 

increases the number of residents to over 700 in the year of 2015 from 50 in the starting year 

of 2010, and the company plans to increase its residents to 1200 in a near future (Note. the 

estimated break-even point for sales of clubhouse operation is 800 residents). 

 

7.2.7 Key Activities  

 Smart Community’s key activities can be categorized to be problem solving which 

aims to deliver active retirement residential services as solutions to aged-customers who are 

highly conscious of their health promotion and disease prevention. In order to retain its target 

customer and increase its revenue, the company continuously research customer’s demands 

and company’s issues and develop better or new services.  

 In order to retain company’s existing customers, continuous research of their 

demands and company’s issues through collecting customer feedbacks has been conducted. 

Since the company’s key activity is solving problems of its customers and it is a major 

revenue stream of business operation, the company is required to satisfy its customers to 

encourage them to use and purchase its services continuously. Therefore, active 

communications with its customer segment using various means, including face-to-face 
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communication and survey, to establish good longstanding relationships with them and 

understand individual unique problems lead to sustainable revenue and growth of company’s 

business. 

 Company also provides an opportunity to its customers for making them to 

participate in social activities or events. This company’s activity can prevent isolation and 

loneliness of customer. It may also be able to decrease the risks of age-related diseases that 

are commonly believed to have correlation with a variety of manifestations of poor mental 

and physical health. The company has organized several activities cooperating with external 

local organizations, such as volunteer activities, study sessions, and multi-generational 

activities.  

 Besides, the company also conducts marketing activities in order to understand 

customer’s wants and needs and to reach its prospective customers. The company frequently 

sends its employees to attend information sessions discussed about elderly housing market 

and the company’s CEO is sometimes invited to a study session for the business as a guest 

speaker to introduce his company’s residential services. These company’s activities also help 

it make prospective business partners and increase corporate recognition in the industry.  

 

7.2.8 Key Partnerships 

 There are two types of key partnerships of Smart Community Inage: strategic 

alliances and joint-ventures. Each of two partners has different functions and influences to the 

company’s business models. 

 The company’s strategic alliances can be divided into the partnership with local 

medical institutions, local communities, and the banks. The strategic alliances with the local 

medical institutions and care facilities can strengthen the company’s residential business 

system since they can supplement the company’s insufficient care service system which is 

required to retain its customers for a longer time, to strengthen the function of preventive 
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health service, and to deal with customer’s urgent situations. The residents of Smart 

Community Inage can use the care services of those institutions and maintain using the 

company’s residential services when they require assisted living care services. Development 

of partnerships with local medical institutions also enables early diagnosis and prompt 

treatment, which may lead to the prevention of an asymptomatic disease from progressing to 

symptomatic disease. Besides, partnership with local community results in development of 

new activities and resources for company’s customers, which will lead to the improvement of 

community-based supportive service system and fulfillment of the customer’s retirement 

living through participating in social activities. 

 Company currently has joint-ventures with local government to develop another 

retirement care community in another area. This joint-venture partnership may bring several 

advantages such as easiness to access to local community and potential partners, public 

subsidies, acquisition or usages of public resources. Since development of retirement care 

community will lead to the revitalization of local economy as a result of large number of 

immigrants from other areas, this partnership is mutually beneficial for both parties.  

 

7.2.9 Cost Structures  

 The cost structure of the company can be described as both cost-driven and value 

driven based on the types of its business activities. The construction of the residential 

buildings and a clubhouse for residents’ activity is one of the biggest cost to the company. 

The quality of the company’s residential buildings and a clubhouse are designed to be 

between upper-middle and middle level quality in order to deliver satisfactory retirement 

residential livings, so the company focuses more on value creation to its customer through 

dedicated designing and choosing a certain level of raw materials and interior design 

products.  
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Still, the company chose some cost reduction methods to minimize some of its 

construction activity. Firstly, since the company considers its retirement community’s 

geographical location should not have a significantly big impact on its customer acquisition 

activity as long as the company could deliver appropriate values to its customer segment, the 

company selected its retirement community’s location in a suburb area within the 30 minutes 

driving distance to the central area of Tokyo in order to decrease the acquisition cost of land. 

Secondly, in order to save its construction cost, the company renovated an abandoned 

integrated merchandise store (Ito-Yokado, a subsidiary of Seven & I Holdings Co.) to develop 

a clubhouse facility for its residents’ activities. The company could acquire them at very low 

cost since the owner had faced his financial issues and had no choice but sell his land and the 

merchandise store that the company’s retirement community is located in.  

 Besides, the company has both fixed and variable costs to operate its housings and 

clubhouse as described on the table below. Among the fixed costs, one of the largest costs is 

employment cost. The company had 190 employees as in March 2016 and each employee 

engages in different types of business activities in order to provide residential service, activity 

services, and supportive services for its customers. Besides, the company also needs to bear 

the various types of costs such as purchasing the new equipment, property tax of a clubhouse 

and sports ground, utility expenses. Since the property right of residential room is transferred 

to the resident once they made an asset sales contract, the company does not require bear 

much costs for operation of those residential buildings. Therefore, the company’s major costs 

are generated through the operation of clubhouse and multi-purposed ground which costs are 

supplemented by the monthly activity service fees charged to all residents. Based on the 

company’s estimate, the breakeven point of clubhouse operation should be the usage of over 

800 residents.  
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Table 7.2: Cost Structures of Smart Community Inage’s Operation 

Source: Interview result 

 

7.3 SWOT Analysis 

 

Strengths  Weaknesses 

1) First active retirement residential service 

in Japan 

2) High corporate recognition  

3) Owns various activity service facilities, 

including clubhouse, sports grounds  

4) Owns several restaurants and provide 

healthy qualitied foods inside clubhouse  

5) Preferable, convenient locations for 

retirement life ex) shopping center, 

administrative offices, medical 

institutions, police departments, etc 

6) Provides platforms for residents’ social 

activities and local community activities  

7) Provides various sizes of rooms 

8) Affordable pricing model for middle-

income elderly people  

9) Relatively high corporate capital  

10) Usage of IT and information system to 

manage customer ex) ID card 

information sharing system for food 

service payment and resident’s safety 

check, emergency call button 

1) Have neither healthcare business 

background nor knowhow 

2) Lack of in-house long-term care 

services may result in losing customers 

based on changes in physical conditions  

3) Require long-term return on investment 

period  

4) Might have insufficient employee 

training programs 

5) Have insufficient revenue generating 

system 

6) Increasing number of residents might 

result in lowering the chance of each 

resident’s usage of clubhouse services  

 

Fixed costs Variable costs

Employment costs

Taxes

Facility maintainance cost

Insurance Service costs ofr optional services

Depreciation Utilities

Security services Supplies

Interest payment on loan

Operation costs:

Meal service, cleaning, usage of

some facilities
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11) Real estate sales model is unique and 

attractive for customers 

Opportunities Threats 

1) Market growth for the middle-income 

customer service 

2) Increases in new service demands 

3) New technologies  

4) Market acceptance of residential service 

for the elderly has increased 

5) Changes in aged-person’s lifestyle 

6) Industry should have much potential for 

innovative services and business 

systems 

7) Expected rise in rehabilitation, day-care, 

community care services 

8) Government’s subsidy program 

9) Business internationalization  

10) Mergers and acquisitions  

11) There are numerous under-developed 

and developing areas  

12) Expansion of elderly-related businesses  

1) Industry competition growth 

2) New entrants from different industries 

3) Expected decreases in public 

compensations for medical and long-

term care treatments and subsidies for 

business  

4) Potential declines of social image and 

reputation toward the elderly housing 

businesses 

5) Expected decreases of labor forces  

6) Expected rise of labor market 

competition 

7) Risk of lawsuits 

8) Changes in customer demands  

9) Changes in government policy 

10) Competitors might develop innovative 

services or business models 

11) Stagnant economy  

 

7.3.1 SWOT Analysis Matrix  

 

S-O Strategies 

 Develop another corporate continuing care retirement community (S1,2,8,9 + 

O1,2,4,5,8,11): 

- Based on management experience of the first unique residential service for the 

elderly, the company might be able to develop more retirement care community in 

the other areas where there are potential business potentials and partners to do 

businesses.  

 Develop more residential buildings (S2,3,4,5,6,8,9,11 + O1,2,4,5): 
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- The demand toward active senior living service is expected to be growing 

continuously as a result of changes in aged-person’s demands and lifestyles. Since 

the company is depend on the revenues generated from usage of club house services 

and other living assistance services in the long-run, acquiring more customers should 

be an important strategy for sustainable corporate management and development.  

 Strengthens the relation of local communities to enrich residents’ retirement living 

(S2,3,5,6 + O5,6): 

- Since the residents of Smart Community Inage might highly value the activities to 

improve quality of retirement life and are more willing to participate in various types 

of social activities, development of more community activities or social groups 

would be able to bring more qualitied residential livings to the customers rather than 

isolating them from external environment. Some of the activities facilities might be 

used for some community activities and organizing some activities may not require 

any financial costs to the company.  

 

W-O Strategies 

 Develop new accommodations for assisted living and bedridden elderly residents for 

future uses (W1,2,5+O6,7,8,10,12): 

- Since there are no residential environments and supportive service systems for 

handicapped old people although most of the company’s residents will need those 

assisted living services and nursing care services in the future. In order to avoid 

losing existing customers in the future, developing long-term care accommodations 

are highly recommended. There are potential options to develop long-term living 

care facilities that company can take: in-house development and management of the 

care facility or making a strategic partnership with existing elderly housing company 

which has skill and knowhow of nursing care for the elderly.  
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 Develop new fee-paid services (W3,5 + O1,2,5,6,12): 

- In order to make the term of return on investment shorter, it would be required to 

create more fee-paid optional services or revenue making models. Possible options 

would be increasing care and assistance services for daily living, in-house shopping, 

leasing some spaces of the company’s facility to the third-party for commercial uses.  

 Develop another activity service facility or activity programs outside the facility (W6 + 

O1,2,5,6,12): 

- As the number of residents increases resulting from developing new corporate 

residential buildings, the company may receive complaints from residents for 

increasing congestion rate of each facility of the clubhouse and activity grounds. In 

order to control those facilities’ congestion, the company should develop another 

activity service building or develop service programs that do not require facility uses 

such as camping, sightseeing tour, or volunteer activity for residents.  

 

S-T Strategies 

 Continuously innovate services to meet customer’s changing needs (S3,4,6,9 + T1,2,4,8): 

- Since customer demand is changing over time and market competition is expected to 

be increased, the company needs to renovate its services continuously through 

conducting periodical customer survey and market research.  

 Develop another corporate retirement community to increase entry barrier (S1,2,9,11 + 

T1,2,8,10): 

- In order to increase entry barrier of competitors, the company should develop 

another continuing care retirement community in other place based on usage of 

management experience of the current retirement community and cooperation of 

local partners (and public services if possible).  

 Develop services that do not require manpower (S3,9,10 + T5,6): 
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- Develop do it yourself model and automated services would be effective for saving 

manpower cost. Provide more communication platforms between residents and self-

service activity facilities would be a possible method to avoid the issue of labor 

market competition.  

-  

W-T Strategies 

 Introduce new service pricing model for assisted living residents (W3,5 + T8,11): 

- Customer’s usage frequency of clubhouse service will decrease as he/she gets older, 

and it will be more likely to make customer leave the housing. In order to retain 

customer for a longer term, it is recommended developing new pricing model for 

future assisted living and bedridden residents. It will not only help the company 

retain its customers, but also make another revenue stream from living assistance 

and care services. 

 Keep focusing on active elderly customer segment (W1,2 + T1,8): 

- Disregarding the customer’s changing physical condition and focusing only on 

active, healthy aged-customers would be an option that company can choose. 

However, the company is required to improve its services to increase or maintain a 

certain level of organization’s customers continuously in order to achieve a 

sustainable development of its business. Majority number of existing residents might 

be required to leave the housing in the medium-term future. 

 

7.4 Conclusion 

The company’s business development is seen as a successful case study to grasp the 

demand of niche elderly market to survive among the competition from numerous 

competitors in the current Japanese elders real-estate industry. Unlike highly regulated and 

nursing care intensive traditional housings or facilities for older adults’ independent 
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retirement life in Japanese market, the company could successfully satisfy the niche market 

demand through providing the solutions and platforms to deal with the age-related issues that 

its customer segment highly concerns and wishes to solve.  

Smart Community Inage has successfully increased its business volume which 

originally only had two residential buildings with a maximum capacity of 200 residents, a 

clubhouse, and a sports ground in the business starting year of 2010 while the company 

currently possesses 7 residential buildings for over 1000 residents in 2016. This great 

business development has been achieved as a result of the company’s creation of its unique 

but right value proposition that its customer segment highly values, the effective usage of 

marketing strategy to approach its customer segment, and its continuous designing of its 

services to satisfy the changing demands of its customers.  

The company could successfully have established strong brand name recognition by 

taking a first mover advantage as a result of launching the first continuing care retirement 

community in Japan for an older adult customer segment who wish to acquire heathy and 

active life environment to solve age-related issues. The company also have a sustainable 

advantage because the contract made between customer is long-term high cost involving 

contract, therefore the company’s existing customer’s switching cost is very high. 
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Chapter 8 Case Study Showa no Yasihro 

Interviewee: Mr. S (Customer consultant), Interview date: Feb13th, 2015, Interview time: 2 

hours 

 

8.1 Company Background 

 In 2010, Nomura Medical Group started its long-term residential care service, Showa 

no Yashiro, in order to correspond to the increasing aging population of the local area, the 

difficulty of having a caregiver at home as a result of multiple sociocultural factors, 

increasing caregiver’s mistreatment at home. Nomura Medical Group has 54-years 

experiences in the medical field and its elderly housing is located nearby its hospital. There 

are three major care services provided in the Showa no Yashiro’s residential building that are 

opened to its residents and the public: home visiting care service, short-stay service, and day 

care service. Besides, Showa no Yashiro has close partnerships with Nomura Medical 

Group’s other facilities in order to provide supportive services for their activities of daily and 

to deal with their urgent health situations.  

 Although the care service system of Showa no Yashiro is highly reliable, it has 

difficulty in acquiring its customers due to the organization’s inexperience in marketing to 

reach its customer segment and its narrow-segment targeting strategy. Therefore, Showa no 

Yashiro had only 40% of the room occupancy rate. Since Showa no Yashiro acquired its 

customers largely from its partner medical institutions, therefore most of its customers 

potentially have disability or health problems and their average age is higher (85 years old as 

on the interview date February 2015). Majority numbers of the residents use the 

organization’s residential services because insufficient barrier-free house structure of their 

houses and shortage of caregivers who can give them dedicated care and living assistances. 

After the 1990’s regional development of the area where Nomura Medical Group’s 

facilities are located in, the transportation became more convenient and the area’s working 
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population had increased significantly. The demand toward the residential service for the 

elderly is expected to be growing as those working population get older. The pricing of the 

housing services is considered to be lower than the ones in the metropolitan areas and 

affordable for those who receive pension income.  

 

Table 8.1: Showa no Yashiro’s Profiles 

Source: Interview result & Housing’s databanks 

 

 

Housing service stating date: September 2010
Home visit care center

started in 2000

Capital Not open to the public

Monthly room rent expense 69,000 JPY

Monthly life-support fee 31500 JPY

Service includes 24 hours

care service system,

security during the night

time, emergency response

service, front desk service,

Meal service fee

Breakfast: 462 JPY

Lunch: 617 JPY

Dinner: 462 JPY

Snacks: 103 JPY

Service provided on a

reservation basis

Room size 18.15 or 19.25 ㎡

Room number 22
13 long-term living rooms

9 short-term stay rooms

Employee number 43
24 full-time employees

19 part-time employees

Facility
Day care service center, shared space

for a patient's activity and meal service

Partner organizations

Nomura hospital, Himawari clinic (with

rehabilitation center service), Nomura

Hospital Day care center, home visit

care center

Optional services

Meal service, accompany service,

application and documentation

representative support, home visit care

service, services provided by

associated doctors, transportation

service for day-care service user
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8.2 Business Model Analysis 

 In this section, the care center’s elderly housing business will be analyzed using the 

Osterwalder & Pigneur’s business model theory to understand how the organization achieves 

its strategic goals and objectives through the arrangements of each of nine building blocks 

which contributes to the organization’s business model structure.  

 

8.2.1 Customer Segments 

 The customer segment of this housing should be characterized as a middle-income 

household older adult or his/her family who has high demand on an assisted living 

environment in a local area which can provide dedicated nursing care and supportive services 

or who are unable to live in the public care facility or hospital bedroom. Most of the 

customers previously used the care or medical services of either one of medicare facilities of 

Nomura Medical Group. Therefore, they have a certain level of uncertainty and difficulty in 

having independent living at their home because of an insufficient barrier-free residential 

setting of their house or/and the shortage of caregiver at home for their activities of daily 

livings.  

For this elderly housing, elderly residents’ families should also be considered to be 

the customer segment since some of the residents are too old or have brain dysfunction, so 

that they cannot select and make a contract for the residential services for their retirement 

living. Therefore, the residents’ families make a residential service contract agreement with 

the housing mainly because of the housing’s superior care service system and the 

convenience of searching the residential services among the other companies’ ones.  

 The customer of this housing is relatively price-sensitive and less care about 

residential room’s environment. Since the housing’s residents may frequently require care 

services, they are more willing to use the residential service which provides the public 

healthcare insurance-covered care services.  
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8.2.2 Value Propositions 

 The major value of Showa no Yashiro can be characterized to be cost reduction and 

risk reduction of its customers through providing its superior medical care and healthcare 

service network structure. The usage of the Showa no Yashiro’s residential service can deliver 

the lifelong residential care service to its residents regardless the changes in their physical 

conditions, and it will reduce the resident’s family’s psychological as well as physical costs 

for caregiving to their parents and it will reduce the risk of accidents and serious health issues 

resulting from late detection of diseases or inappropriate treatments. There are a day care 

center and home visit care center on the first floor of Showa no Yashiro with nursing care 

staffs during the 24 hours a day and Nomura group’s facilities are located in a walking 

distance, therefore the housing is able to provide daily care support and deal with an urgent 

problem for its residents in a quick manner. The housing’s reasonable residential service fee 

is also highly appreciated by the customers. 

 The housing’s accessibility and convenience to use the services might be also the 

key values to its customer segment. The patients of Nomura Medical Group facilities do not 

require to pay searching cost to acquire the residential services their daily living after leaving 

hospital or starting to require residential care services due to worsening of their health. The 

housing’s geographical location is also attractive for local older-citizens who are willing to 

maintain its residential environment and social community that they have belonged to for a 

long time since changing residential environment would lead to a larger psychological burden 

to older adults than young people.  

  

8.2.3 Channels 

 The housing reaches its customer segment mostly through its organization’s service 

networks. As stated earlier, most of its residents are either an ex-patient or a user of Nomura 

Medical Group’s care institutions, which include a general hospital, a day care service center, 
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a home visit care center, a rehabilitation center, and a clinic. Therefore, most of the housing’s 

customers knew about Showa no Yashiro’s residential service from either one of those 

facilities and acquired it after visiting the house with their family or some of them had 

already known about the service in the pre-acquisition stage through the usage of care service 

centers located in the first floor of the residential building. Because of its unique customer 

acquisition channel, there is a certain level of mutual trust between the housing employees 

and prospective customers or knowledge about the service quality during the customer’s pre-

acquisition stage.  

 Once the customer started to use the residential services, the housing provides its 

supportive services or care services based on its residents’ request and requirement. Due to 

the convenience and high level of accessibility for those services, residents are more willing 

to use them continuously.  

 

8.2.4 Customer Relations 

 The customer relationship strategy taken by Showa no Yashiro should be 

characterized as a dedicated personal assistance which involves deep and intimate type of 

customer relationship that require a long period of development time. The housing’s services 

provided for its residents are customized based on their individual needs since each customer 

has unique problems for their activities of daily living. Since development of a good 

relationship with its customer segment is a key of customer retention and boosting the sales 

of optional services and care services, the housing’s staffs also serve for its residents and their 

family with. Frequent communication with the resident and his/her family is a method to 

develop the relationship with them and to deliver the appropriate services that are consistent 

with individual’s unique demands and problems. 
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8.2.5 Revenue Streams 

 The housing’s revenues streams are described as Recurring revenues and they can be 

divided into rent revenue and the revenues of the usage fee for the optional services. Just like 

other elderly housings, Showa no Yashiro also earns monthly fixed rent revenue from its 

residents for the residential services and basic living supportive services; safety-confirmation 

service and living consultation service. On the other hand, the housing also earns usage fees 

for the services provided for its residents based on their request and requirement which 

include meal service, living supportive services, and care services. Among them, the fee for 

care services are covered by public healthcare insurance, so the resident’s financial burden to 

use those services is very low and the housing is compensated by the government.  

 As described in the illustration below, part of revenues earned from the housing’s 

customers are made by either one of the Nomura Medical Group’s institutions depending on 

the type of service. Since the profit margins earned from medical or nursing care treatment is 

higher than the revenue earned from provision of other supportive services, the ideal 

customer for the housing should be the ones whose health conditions are bad and require 

intensive nursing care and long-term care services while they are not required or unable to 

live in a public long-term care facility or a hospital’s bedroom. 

 

Figure 8.1: Showa no Yashiro Revenue Generation Model 

 

Resource: Organization’s related document and interview result 
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8.2.6 Key Resources 

 The most important key resource of the housing is its intellectual asset; the expertise 

of medical and healthcare services and its interconnected medicare service network within the 

group’s medical institutions. Although the residential area’s quality of Showa no Yashiro 

should be considered to be below industry’s average and there are no leisure activity facilities 

inside the house, the Showa no Yashiro’s elderly housing is attractive to a group of older 

adults and their family who cannot live in their home due to insufficient residential setting for 

the handicapped older adults and the shortage of caregivers who can support their daily living 

activities.  

 Nomura Medical Group’s brand and positive evaluation from the local residents that 

have developed through longer than 50 years of medical business in the area is also ones of 

the important intellectual resource that contribute to the business model of Showa no Yashiro. 

As stated in the previous sections, most of residents of Showa no Yashiro were acquired from 

the either one of Nomura Medical Group’s facilities and there is a certain level of positive 

trust and evaluation toward the group’s services before acquiring the organization’s 

residential service. Therefore, these intellectual assets contribute to the housing’s customer 

acquisition activities.  

 

8.2.7 Key Activities  

 The key activities of Showa no Yashiro can be described to be problem solving 

through offering care service system that can reduce the risk of diseases resulting from late 

detection or inappropriate treatment and reduce the psychological and physical costs of the 

residents and their family. In addition, the housing’s supportive services can solve the 

difficulties of the resident’s activities of daily living.  

 In order to support its resident’s daily living, the housing employees voluntarily 

communicate with its residents to understand individual’s health conditions and issues on 
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their living. Besides, every resident’s health information and medical records are shared 

through the Nomura Medical Group’s institutions in order to provide appropriate residential 

and care services on a daily basis in an efficient manner. 

The housing also focuses on the increasing usage of care services provided by either 

one of Nomura Medical Group institutions, which will lead to the improvement of the 

customer’s health condition and increasing organization’s revenue. This housing has an 

important role to induce the usage of Nomura Medical Group’s services to boost the revenue 

as an organization. 

 

8.2.8 Key Partners 

 The strategic alliance of Showa no Yashiro with its group institutions increases the 

value of the housing and optimizes the allocation of organization’s resources and activities. 

This partnership with medical and healthcare institutions not only strengthens its business 

model but also contributes the organization’s business. The housing and its partners mutually 

introduce its customers to each other to increase the sales of both organizations.  

A day-care center and home-visit care center are located under the residential floors, 

residents are able to use those services whenever they need, even during the night time. Since 

the other partner care institutions are also located within the walking distance of the housing, 

it is convenient for the residents to use those care services and the housing can deal with the 

resident’s urgent situation in an efficient manner.   

 

8.2.9 Cost Structures 

 The cost structure of Showa no Yashiro should be characterized as a cost-driven 

since the housing operator believes lowering residential service cost may induce the usage of 

optional supportive services and medical and health care services provided by Nomura 

Medical Group. In addition, because the housing’s target customer group is too old or has 
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difficulties to use leisure activity service or simply does not require multi-functional 

residential setting as long as they can live safely.  

To start the residential service for the elderly often requires to spend large amount of 

money for property acquisition expenditure, however, Showa no Yashiro did not spend much 

money to start its residential service for independent retirement living in 2011 since the 

organization was only required to redecorate the rooms used for long-term hospitalization 

services for the elderly patients. Possessing a residential area on the day-care service center is 

also financially and operationally efficient since the organization can reduce some services-

related costs while earning stable revenue from those residents and provide an appropriate 

service in an efficient manner. Each business sector also can optimize its operation costs 

through focusing on a specific business activities.  

 Table 7.2 describes the costs incurred to the housing’s business operation. Some of 

the costs to operate its business are shared with the day care service center and home visit 

care service center inside the same building. Shared costs with those facilities include 

property tax expense, employee expense for a building’s administrator and security, and meal 

service-related expenses.  

 

Table 8.2: Cost Structures of Showa no Yashiro’s Business Operation 

Source: Interview result 

 

 

Fixed costs Variable costs

Employment costs

Taxes

Facility maintainance cost Supplies

Insurance Service costs ofr optional services

Depreciation Utilities

Interest payment on loan

Operation costs:

Meal service, cleaning,
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8.3 SWOT Analysis 

 

Strengths  Weaknesses 

1) Has strong expertise and long-term care 

facility system for the elderly  

2) Few customer acquisition cost  

3) Owns day care center inside the facility 

and group hospital, rehabilitation center, 

clinic nearby the residential building. 

4) Convenient location for local resident to 

transfer 

5) Provides platforms for residents’ social 

activities and local community activities 

are attractive for some customers 

6) Offers relatively lower service price 

than local competitors 

7) Offers short stay services  

8) Resident’s medical record sharing 

within organization  

 

1) Has few marketing skill and is over 

dependent on group hospital to acquire 

customers 

2) Has few motivation factors to live long-

term for independent living elderly  

3) Customer turnover might be high since 

the average customer age is about 

85years old 

4) Has low occupancy rate 40% 

5) Has few differences from long-term 

care facility and medical institution’s 

single living bed room except for its 

room size 

Opportunities Threats 

1) Market growth for the middle-income 

customer service 

2) Increases in new service demands 

3) New technologies  

4) Market acceptance of residential service 

for the elderly has increased 

5) Changes in aged-person’s lifestyle 

6) Industry should have much potential for 

innovative services and business 

systems 

7) Expected rise in rehabilitation, day-care, 

community care services 

8) Government’s subsidy program 

9) Business internationalization  

10) Mergers and acquisitions  

1) Industry competition growth 

2) New entrants from different industries 

3) Expected decreases in public 

compensations for medical and long-

term care treatments and subsidies for 

business  

4) Potential declines of social image and 

reputation toward the elderly housing 

businesses 

5) Expected decreases of labor forces  

6) Expected rise of labor market 

competition 

7) Changes in customer demands  

8) Changes in government policy 

9) Competitors might develop innovative 

services or business models 
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11) There are numerous under-developed 

and developing areas  

12) Expansion of elderly-related businesses  

10) Stagnant economy  

 

8.3.1 SWOT Analysis Matrix  

S-O Strategies 

 Focuses more on care services (S1,3,6 + O1,4,7,12): 

- Focusing more on approaching the customer segment which require assisted living 

or bedridden patients by utilizing its expertise and organization’s care service 

facilities. Since Showa no Yashiro has numerous care services and the revenue 

conducting nursing care and assistance services generates higher revenue than the 

one made through providing residential services and other optional services, utilizing 

focusing strategy would be able to maximize its financial revenue through using its 

professions.   

 Increases the rooms for short-stay service as an upper-level single room for patients 

(S1,2,3,7 + O1,5,7): 

- Since the room currently used for residential service is bigger and its living quality is 

better than the ones used for hospitalized patients in Nomura Hospital, abolish some 

residential room and use them as an upper hospital room and receive public 

compensation for medical and healthcare services would be a better option from 

financial perspective.  

 Cooperate with local medical institutions and other elderly housing businesses (S1,3,4,6 

+ O1,5,7): 

- There are four competitors’ elderly housings and a general hospital in the local area, 

and each of them may have potential customers of Showa no Yashiro’s long-term 

residential services with intensive living care supports that those facilities may not 

have.  
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W-O Strategies 

 Change its residential service to long-term care facility service (W1,2,3,5 + O1,7): 

- As elderly population grows, demands of rehabilitation, day-care, and assisted living 

services will be increased. Since Showa no Yashiro currently does not have less 

attractive residential setting and services as an elderly housing except for its 

intensive care service system, it would be better to focus on providing medical and 

healthcare services.  

 Develop more customer acquisition system (W1 + O4,7): 

- Since Showa no Yashiro does not have much marketing skill and acquires its 

customers only from a referral of an organizational institution. Cooperating with 

local elderly social group, administrative office, and other healthcare institutions 

would be possible marketing strategy to approach its potential customers.  

 

S-T Strategies 

 Restructure revenue making model (S4,5,6+ T3,8): 

- The housing would need to develop more revenue generating systems using Nomura 

medical group’s service systems in order to avoid the risk of changes in public 

policy toward elderly housing and public welfare system. It would not be necessary 

to focus on profit-making activity from residential services, but Nomura group can 

use it to retain existing customers and provide more organization’s medical services 

to its residents.  

 Focuses only on care-required elderly customer segments (S1,2,3,8 + T1,2,9): 

- Nomura Medical Group’s in-house medical and health care service network system 

would be the largest competitive advantage over its competitors through complex 

uses of differential strategy and focus strategy. Building a strategic partnership with 

local elderly housings to acquire handicapped elderly or introduce Nomura 
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Hospital’s patients to them would also be a possible strategy that Showa no Yashiro 

can take. 

 

W-T Strategies 

 Withdraw residential service (W3,5 + T8,10): 

- Since Nomura hospital group does not have much management experience and 

resources for operating elderly housing and marketing its services to potential 

customer segment, withdrawing residential services for the elderly and use the 

current residential building for short-term hospitalized patients or other uses would 

be a better management strategy. 

 Outsourcing residential service to the third party (W1,2,3,4,5 + T1,2,9): 

- Another possible Nomura Hospital group’s business strategy would be outsourcing 

residential service to the competitors and develop partnership agreement to back up 

the competitors’ medical care and healthcare services in order to achieve win-win 

relationship in which Nomura Hospital group can generate stable revenue stream 

from competitors’ elder residents and competitors can retain its customers for a 

longer term. 

  

8.4 Conclusion 

 Starting a residential business as a subsidiary of Nomura Medical Group, Showa no 

Yashiro could take a lot of advantages on reaching and acquiring the customer segment that 

are highly concerned about an independent retirement living due to the age-related issues. 

The biggest value proposition of its business is its total medicare service structure within its 

group institution located in the same area to deal with various levels of physical or mental 

problems of an older adult. The location of the housing is also one of the factors to be 
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selected among the other competitors’ housings due to the older adults’ preference to live in 

the area they had lived for a long time instead of starting a new life in an unfamiliar place.  

 Showa no Mori’s main channel to reach and acquire customer is its affiliated 

medicare institutions that have potential patients or service users living in the local area who 

have demand toward independent retirement living while possessing potential age-related 

problems. In other words, Showa no Mori itself does not make a lot of sales and marketing 

efforts to reach its customer segment and it is over dependent on the word-of-mouth 

marketing effect conducted by its group’s institutions. As a result, the occupation rate of the 

its residential rooms is only 40% and the average age of its residents is 85 years old who may 

not generate long-term revenue for the organization.    

 Although the residential business seems not to make a revenue to the Showa no 

Yashiro’s business, those residents can be one of the stable Nomura Medical Group’s revenue 

stream which purchase medicare services provided by one of Nomura Medical Group’s 

institution frequently due to its convenience to use their services and visit those facilities. 

Also, residents can use the public health care insurance to receive those services and Nomura 

Medical Group can earn larger revenue from its medical or nursing care treatments which is 

largely paid by the Japanese government. Therefore, Showa no Yashiroi’s residential business 

might be operated to retain the Nomura Medical Group’s customers to continue use its 

services and parent institution of the group might less focus on making profit from its 

residential business. The business model of Showa no Yashiro’s residential service for the 

elderly are mainly supported by its key partners’ meidcare services and some of its building 

blocks of the business structure seems to be restructured for further development, however, it 

could be one form of business structure of a medical institution operated elderly housing to 

retain and encourage its patients or users of a certain service to purchase more services by 

increasing the convenience to access to their services.  
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Chapter 9 Research Conclusion and Recommendations 

 This research mainly focuses on the business models of Japanese elderly housings 

and how its industry’s internal and external factors may influence them in today’s rapidly 

growing and evolving business competitions and services. The analysis results may generate 

some possible business model strategies as references for Japanese domestic elderly housing 

businesses operators and some businesses in foreign markets that face similar situations with 

Japanese industry.  

 

9.1 Research Conclusion 

 In today’s growing Japanese elderly housing industry, the business model of every 

company became more complex and diversified unlike the residential services provided to 

satisfy the basic demands to solve elderly people’s retirement living. Therefore, it became 

more important to understand how each of nine stated business blocks contributes to firm's or 

product's value proposition, infrastructure, customers, and finances and develop its strategic 

business planning or development cycles in order to compete with other firms’ residential 

services for the elderly. The analysis summary of the four research target companies using the 

Osterwalder and Pigneur’s business model canvas analysis model is described on Table 8.1 

listed below. 
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Table 9.1: Summary of Business Model Analysis of Four Companies 

 

Business model blocks Cocofump Hiyoshi Suncity Smart community Inage Showa no Yashiro

1. Target customers

Local middle-income elderly people

or their family who wish to have

lifelong residential service with

nursing care services.

Above upper-middle income class

elderly or their family who focus on

the quality of retirement living and

lifelong residential support

Relatively young older-adults who

are belong to above middle-income

class and highly concerned about

health promotion and disease

prevention.

Elderly people whose health

conditions are too bad to live at

their home while they cannot live in

public care facility or  hospital's

bedroom

2. Value proposition

- Lifelong residential service

- Multigenerational social activity

- Affordable price model

- Corporate brand

- Location

- Luxury retirement residential

service

- Diet & nutritional meal service

- Financially secured business

- Lifelong residential service

- High level of hospitality

- Health promotion and disease

prevention

- Affordable price model & asset

sales model

- Platform of social activity

- Active retirement living

- Superior medical service network

- High accessibility and

convenience to service for the

customer segment

- Affordable price model

3. Channels

- Direct: Paper ads, information

session, housing tour

- Indirect: Elderly care facilities,

hospital, local government, social

club

- Housing tour, website, catalogue,

brochure

- Indirect: Customer's word-of-

mouth marketing, TV, print

medium, real estate agents

- Housing tour, website, catalogue,

brochure

- Indirect: TV ads, print medium

ads

- Recommendation from either one

of its group facilities

Analysis: Although channels of elderly housing business are limited due to its region-based business characteristics, each company has different medium to approach to its target

customer segment and conduct distinctive strategy to retain the customers and boost its sales. Conducting direct sales to local hospital, elderly care facility, or activity center for the

elderly would be good channels for any types of elderly housings, and mass-marketing would be a good option only if a company has a huge financial capital or unique services or

product that can deliver the value to target customer segment.

Analysis: As a result of rapid growth of the elderly housing industry, it bacame more imporatnt to carefully select the targeting customer group based on the analysis of individual needs,

preferences, resources and behaviors company's resources, and a geographical characteristic.

Analysis: In today's competitive and growing elderly housing industry, a company should not give too much credence to the ‘idea’ which has and run with it as opposed to exploring

how this idea would actually perform in the market and serve for the chose customer segment. Ultimately, developing products and services that really satisfy customers' problems

and demands became more important than developing superior products and services that have bring a small value to the customers. Market research of each geographical location

is a key to develop appropriate values to the target customer segment who the company wish to reach based on the consideration of its resources.
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4. Customer relations

Personal assistance

- Focuses on developing long-term

relationship

- Affordable price model to retain

and boost its sales

- Special price offer for care

services

Dedicated personal assistance

- Focuses on developing long lasting

good relationship

- Continuously improve service

quality

- Active communication, feedback

collection, high quality hospitality

Personal assistance & Self-service

- Focuses on improving customer

satisfaction and fulfillment of living

- Active communication, feedback

collection,

Dedicated personal assistance

- Focuses on developing a good

customer relationship

- Active communication

5. Revenue streams

Recurring revenues:

- Residential service fee

- Optional supportive service fee

- Care service fee(largely covered

by public healthcare insurance)

- Meal service fee (based on

request)

Transaction revenues:

- Lifelong residential right fee

- Lifelong health management fee

Recurring revenues:

- Rent, management fee

- Meal service fee (based on

request)

- Optional supportive service fee

Transaction revenues:

- Asset sales

- Lifelong membership fee for

clubhouse facility usage

Recurring revenues:

- Clubhouse service fee

- Meal service fee (fixed)

- Optional supportive service fee

Recurring revenues:

- Residential service fee

- Optional supportive service fee

- Care service fee(largely covered

by public healthcare insurance)

- Meal service fee (based on

request)

6. Key resources

- Managerial knowhow

- Company recognition

- Partnerships

- 14 luxury buildings and 3 intensive

care facilities

- Corporate brand, managerial

philosophy and system

- Strong customer relationships

- 12 billion JPY operation capital

- Clubhouse for numerous activity

services & social activity's platform

- Corporate brand and recognition

- Revenue generation model

- Medical & healthcare service

network

- Medical care expertise

- Positive evaluation from local

residents

Analysis: Since residential service contract is long-term and the services are provided in-house, personal assistance type relationship to develop a good relation and mutual trust is

commonly used to retain the customers and make them use housing service continuously. Besides, customer's health condition may also influence the type of relationship in order to

provide care services or DIY services for the activities of daily living.

Analysis: Based on the analysis, developing revenue streams that earned through selling the optinal services are more important than rent revenue. Since pricing model of rent is

limited and profit margin ratio is relatively smaller than the ones earned through providing other living supportive services and care services that are largely compensated by public

healthcare insurance and its profit margin is higher.Since rent revenue is not the major revenue stream for the most elderly housings, a company can develop its unique revenue

model by providing the services or products that the target customer segment highly value and are willing to afford them.

Since the customer values different type of services and products, each company's key resources can be varied to create its value propositions. In case of elderly housing,

residential building is not necessarily to be a company's most imporatnt resource since some customers only require supportive services for their activities, and the others evaluate

the housing's added values, or residential environment or setting that satisfy the demands of some customer segments.
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7. Key activities 

Problem solving

- Provides lifelong residential

environment

- Provides supportive

- Interacts with local community to

supplement medical services and

social events

Problem solving

- Delivers luxury retirement

residential environment

- Decreases the risks of accidents

and diseases of customers

- Provides dedicated supportive

care services

Problem solving

- Delivers active, healthy retirement

residential environment

- Decreases the risks of accidents

and diseases of customers

- Provides supportive services

- Creates opportunities for residents

to participate in society and

community

Problem solving

- Frequently communicates with

residents to understand their issues

- Shares information and medical

record with group medicare facility

to deal with resident's health issues

- Induces the usage of its group's

medical care services

8. Key partnerships

- Local medical and healthcare

institutions

- Investment funds

- Human resource agency

- Urban Renaissance Agency

- Designers and construction firms

- Luxury hotels for their

supervisions

- Local medical institutions

- Investors

- Local medical and healthcare

institutions

- Local communities

- Banks

- Local government

- Group medical and healthcare

institutions

9. Cost structures

Medium value-driven

- Focusing on the importance of

customer satisfaction and

personalized services.

Economy of scope

Highly value-driven

- Focusing on the importance of

customer satisfaction and

personalized services

Economy of scale

Cost-driven & value driven

- Focusing on the importance of

delivering the values that residents

appreciate

Economy of scope & scale

Cost-driven

- Focusing on developing good

customer relations

- Induces the usage of medical and

healthcare services by lowering the

cost of residential service

Analysis: There are numerous reasons to develop a partnership and every business lifecycle may require different types of partners in order to achieve objectives of each business

activity. Among the partnerships, the strategic alliances with local hospital and health care institutions are commonly developed to supplement the care services for the residents in

elderly housing business. Besides, partnerships of banks and local governments are also important to busines to start a housing business for the elderly.

Analysis: For the elderly housing business, human resource, residential setting, and optional services to satisfy target customer segment's demands are important. Therefore, major

cost structures should focus on those three resources to improve the value to target customer segment. However, human resource cost are often disregarded or taken less

importantly since most of it has been less respected and most of the caregivers are less educated or belong to lower income class.

Analysis: Although the key activities of elderly housings can be categorized to be problem solving, each company has different types of activities to deliver values to its customer

segment to generate corporate revenues continuously. Therefore, it is important to understand what things the target customer segment really value in order to develop the tasks a

company must carry out to fulfill its business purposes.
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Besides the summary table of case companies’ business model analysis listed on 

Table 9.1, Table 9.2 summarizes four case housings’ reviews and analysis of customer 

segmentation for clarification of the collected data throughout this study. 

 

Table 9.2: Summary of Company’s information and Customer Segmentation 

Source: Summarized by the Author 

Scored by the author based on interview result and reviews of company-related articles 

Reviews of each regional government’s public population data source 

Cocofump Hiyoshi Suncity Ginza
Smart Community

 Inage
Showa no Yashiro

Price 6 10 6 4

Housing size 6 8 10 2

Care service system 9 10 3 10

Entertainment 5 7 10 3

Meal service 3 10 10 4

Social interaction 7 6 10 3

Service innovation level 4 3 8 4

Corporate capital 8 10 6 3

Corporate recognition 10 7 7 2

Region type Semi urban Urban Semi urban Semi urban

City size 31.4km² 10.21km² 21.25km² 17.34km²

Population 344,261 151,464 157,809 112,731

Over 65 years old

population density
19% 15.74% 24.96% 25.25%

Age of customers
Over 60 years old

Average 86 years old

Over 65 years old

Average 85.4 years old

Over 50 years old

Average 69.8 years old

Over 60 years old

Average85 years old

Physical condition Normal-bedridden Normal-bedridden Normal
Assisted living-

bedridden

Family size 1 or 2 1 or 2 1 or 2 1

Gender Male & Female Male & Female Male & Female Male & Female

Income Middle Above upper-middle Middle Lower-middle - middle

Ex-occupation NA

Above company's

managerial positions /

public entertainers, etc.

NA NA

Education NA NA NA NA

Religion NA NA NA NA

Lifestyle

Middle-level active,

Prefer multigenerational

interaction

Prefer in-house social

interaction, Culture-

oriented

Sports-oriented,

Culture-oriented,

Outdoor-oriented,

Prefer social interaction

Prefer a certain level of

social interaction while

users' physical activity

is limited

Personality Gregarious Gregarious Gregarious, Ambitious Gregarious

Benefits

Lifelong residential

service, Geographical

accessibility

Lifelong residential

service, Luxury

residential setting, High-

quality hospitality

Economy, Promotion of

health, Prevention of

diseases, Easy social

participation

Secured and supportive

residential setting,

Geographical

accessibility

User status
Regular user

 (Long-term)

Regular user

 (Long-term)

Regular user

(Medium-long-term)

Ex-user of group

service

(Short-medium-term)

In-house fee-based service

usage rate

Light-medium

(Depends of user's

physical level)

Medium-high

(Depends of user's

physical level)

Light-medium Medium-high

Loyalty status NA Strong NA NA

Attribute toward service NA Positive NA NA

Behavioral

Corporate

Score (Low 1 - 10 High)

Geographic

Demographic

Psychographic

Segmentation VariablesMain Dimension
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Based on the analysis throughout this research, the followings are the tips to 

conclude this research.  

 

1. For today’s elderly housing business, delivering the right value propositions to the target 

customer segment is an important business method to take a competitive advantage over 

the competitors.  

Unlike the traditional residential services provided for socially vulnerable who had 

low demand toward residential services and setting, the service types and business model 

became increasingly diversified to deliver values to solve individual unique demands and 

problems. Therefore, every elderly housing operator needs to understand which type of 

customer group appreciate the values that can be delivered through the usage of 

company’s resources. Customer’s value can be numerous and varied by each geographical 

location, customer’s income class, age, gender, health condition, and so on. 

 

2. Development of partnerships to accomplish each of different business goal is one of the 

key success factors to create the value propositions to the firm’s target customer segment.  

Key partnership should be one of the key success factors to start and grow the 

business of today’s residential services. There are mainly three business stages that a 

company might require to reach its objectives: business startup stage, approaching 

customer stage, and established stage. In the startup stage, which a company is legally 

established and have a business idea, company requires partners such as banks for 

fundraising to construct its residential building or designers and construction companies to 

develop the most appropriate residential setting for the chosen target customer segment.  

Once a firm develops partnership to startup its business, developing relations with 

local communities’ facilities, including hospital, healthcare facilities, government 

agencies, activity facilities for the elderly, that elderly people frequently use would be the 
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most effective marketing strategy to approach its prospective customers through 

outsourcing the sales and marketing jobs to those facilities.  

Developing close partnership with local medical and healthcare institutions is very 

important to supplement its care services to support its resident’s long-term retirement 

residential life since early preventive health care and urgent response for residents are one 

of the important tasks for elderly housing in order to provide safe and secured residential 

services.  

 

3. Developing long-lasting relationship with residents is an effective strategy to maintain its 

revenue stream and boost its sales.  

Since most contracts for elderly people’s residential services are long-term contracts, 

improving customer’s satisfaction through delivering the right values based on deep 

understanding of customer’s problems and demands to the selected customer segment 

would be effective to retain them and make them purchase the company’s services 

continuously.  

Besides, the aged-people and their family are more sensitive to an operation 

company of elderly housing’s reputation and business credit due to mistreatment of aged-

person frequently happens in Japanese long-term care facilities. Therefore, development 

of good relationship with existing customers is a fundamental business strategy to 

approach its prospective customers. In addition, satisfied customer’s word-of-mouth-

marketing method is also commonly used in the industry since there are abundant number 

of prospective customers who have shared values or characteristics within every existing 

customer’s personal network.  

 

4. For most elderly housing companies, rent income is not a major income due to its limited 

revenue model and profit margin. Therefore, it is important to develop business models 
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that encourage a customer to acquire optional living supportive services and care services.  

Because one of the key activities of today’s Japanese elderly housing is “problem 

solving” and majority number of the customers have a certain level of anxiety toward their 

health and age-related issues, they are more willing to purchase those housing’s 

supportive services and care services when they require for the activities of daily living. 

More importantly, healthcare services and nursing care services are largely covered by 

public healthcare insurance, therefore residents are able to acquire those services at low 

cost while housing operator can have secured revenue stream compensated by national 

government. However, housing operator should not be over-dependent on those types of 

revenues streams of care services since they are strongly influenced by the change of 

public social welfare policy which public budget is expected to be decreased as a result of 

expected decline of future public tax income under increase in elderly population who 

largely use social welfare program.  

There has been increased attention paid to preventive healthcare in today’s Japanese 

society. As Smart Community Inage’s case study analysis shows, company’s retirement 

community focuses largely on developing preventive healthcare service system and living 

environment for its residents and outsource all healthcare and medical services to local 

medical institutions. Developing residential services and environment to solve older 

adults’ unique problems, prevention of mental and physical health problems, is another 

type of residential housing business in Japanese elderly housing industry.   

 

5. Some types of business models can be largely influenced by changes in external 

environment, especially government’s policy changes. Therefore, it is important to 

conduct risk management and develop flexible business models that a company can 

continue to operate its housing in a rapidly changing industry environment.  



 

161 

 

In order to stimulate the supply of elderly housing services, Japanese government has 

offered several subsidies, which include 5-years business tax deduction, financial aid for 

residential building and room’s construction cost and renovation cost, and public bank’s 

loan to start and operate the residential service business for the increasing aging 

population. Also, some housings’ revenues streams are largely from the revenues earned 

from provision of nursing and healthcare services that are mostly compensated by public 

social welfare expenditures.  

However, public expenditures for social welfare are expected to be increased while 

tax income is expected to be dropped resulting from the change of Japanese population 

structure, public subsidies and care compensations are highly expected to decreased or 

restricted. Therefore, developing business models that are not fully dependent on public 

compensations and public subsidies. Rather, developing the products or services using 

own resources and innovative ideas that can deliver the consistent value propositions to 

the chosen customer segment will be more important in the long run. 

 

 Due to the complex Japanese sociocultural, economical, and demographical factors, 

the demands toward elderly housing with supportive services for middle-income class elderly 

citizens has been rapidly growing. As a result of cancellation policies of some social welfare 

programs, including hospital’s long-term bedrooms for aged-patients, and shortage of 

caregivers, more and more elderly people are required to acquire residential care services to 

have safe and secured retirement living.  

 Although there are several public subsidies and compensations for the operation of 

elderly housing, developing unique business model using a firm’s resources that can deliver 

the values to target customer segment and develop effective revenue model will be more 

important to be competitive in the rapidly growing and changing industry.  
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9.2 Recommendations 

 Although Japanese elderly housing industry is still in development stage, numerous 

numbers of companies from different business backgrounds have started to operate the 

residential services with supportive living services in order to seize the industry’s great 

investment opportunity for the nation’s hyper-aging society in the near future. The customer 

group who acquire today’s elderly housing with supportive services has quite different types 

of demands toward the services and those demands became more diversified and fragmented. 

Therefore, it is highly recommended to focus on niche market’s demands to develop unique 

services and products to satisfy them instead of focusing on mass-market and developing the 

services that have few distinctive characteristics to differentiate from others.  

 Each of the selected four case companies has different business background and 

serves for different customer segment and develop its unique business models to deliver the 

values to its customers. Each of four case companies generates revenues through offering 

what its target customer group requires to solve individual unique problems and demands 

toward their retirement living. Although aged-people and their family are sensitive to the 

credit and capability of operating company of elderly housing due to the mistreatment of 

aged-person and unfortunate accidents have frequently happened in Japanese elderly care 

service facilities over time, there should be large opportunities to gain success in the industry 

even for new market entrants if they could successfully find and cultivate the demands of 

today’s Japanese elderly people.  

 The industry should have many uncultivated potential markets and it should be a 

good business opportunities for both existing elderly housing business and the companies 

without managerial experience of residential services and care services for the elderly. Before 

participating into the industry, a company should understand industry’s external service may 

influence its business models and how its business model can generate values to the target 

customer segment through using the appropriate analysis models. The followings are the 
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recommendations for today’s Japanese elderly housing business based on the usage of 

business model canvas analysis model: 

1. Customer segment: Selecting one customer group that may appreciate a firm’s products, 

services, and resources. Since elderly people’s demands and problems become more 

fragmented and diversified than ever, it is important to segment the customer groups to 

know which customer group a company should approach. It is important to note that 

company’s customer segment can also be elderly people’s families. 

In order to define target customer segments, service providers are required to analyze the 

variables of customer segmentation which includes geographic (ex. region, city size, 

density), demographic (ex. age, income, gender, education, religion, social class), 

psychographic (ex. lifestyle preference, personality, social skill), and behavioral (ex. user 

status, service usage frequency, corporate loyalty, desirable value propositions toward 

company) segmentations. Table 9.2 can be used as a reference to define segmentation of 

customers.  

  

2. Value propositions: It is important to understand the chosen customer segment’s issues 

and demands in order to develop appropriate products and services or system that can 

solve those problems and demands. Service providers are required to develop their 

creative problem-solving skill and human-centered design thinking skill to develop their 

unique companies’ values.  

To develop unique value propositions, Five-Stage Design Thinking approach proposed by 

the Hasso-Plattner Institute of Design at Stanford d.school is a useful design methodology 

that provides a solution-based approach to solving problems It is very useful in solving 

complex problems that are difficult to be defined or unknown, by understanding the 

human needs involved (“empathize”), by reframing the issue in human-centric ways 



 

164 

 

(“define”), by creating numerous ideas in brainstorming sessions (“ideate”), and by 

adopting a hands-on approach in “prototyping” and “testing.” 

  

3. Channels: Channels used for customer acquisition can be varied based on the target 

customer group’s characteristics which includes age, income level, health condition, and 

geographical location. Developing good relationships and partnerships with local facilities 

that aged people frequently visit would be effective and efficient sales and marketing 

strategy to reach customer groups instead of spending a lot of money to develop in-house 

marketing and sales channels.  

 

 

4. Customer relationships: Developing a long-lasting relationship through personal 

assistance and active communication would be effective to both retain them and boost the 

sales of optional supportive services, care services, and even lead to acquisition of new 

customers through satisfied customer’s world-of-mouth marketing.  

 

5. Revenue streams: It is important to develop flexible and recurring revenue model that a 

customer segment easily accesses and continuously acquires. Revenue model which is 

over-dependent on public care compensation and subsidy programs will be more likely to 

be deteriorated under an assumption of decreases in public social welfare expenditures 

resulting from decreasing of tax payment by working population.  

 

6. Key resources: Key resources can be the most important competitive advantages over 

competitors, and they are divided into physical, intellectual, and financial resources. 

Among them, company’s intellectual resources are relatively more difficult to get copied 

or replaced by other business, so focusing on developing or using company’s unique 
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resources to deliver values to the chosen customer segment would be more effective to 

take competitive advantages over others.   

 

7. Key activities: Company’s key activity should contribute to value creation process for its 

customer segment and generating revenues. Although many elderly housings perceive its 

key activities as problem solving for their customers, there are numerous types of methods 

to conduct for achieving its organizational goals.  

 

8. Key partnerships: Selecting appropriate partners for every business phase can result in an 

efficient business development as well as supplement of company’s services to deliver 

safe and secured long-term residential services.  

 

9. Cost structures: Types of cost structure can be differed based on what types of customers 

that a company wishes to reach based on the consideration of developing appropriate 

value propositions to meet its customer’s demands.  

 

Development of unique and innovative business model based on the combination of 

the stated nine building blocks and external factors will be more important in the future 

Japanese elderly housing industry, and the analysis models used in this research paper may 

help a company to reach its organizational goal in an effective manner.   

 

9.2.1 Recommendations for Future Researches  

Since this research analyzes today’s Japanese elderly housing industry and 

businesses from managerial perspectives, one of limitations in the study is the lack of 

adequate information to describe customer’s real-life situations and his/her demands toward 

service providers. Designing research methodology from the user’s perspective may be a 
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useful reference for readers to develop innovative business models and value creation 

strategies. 

 Besides, future researches may also be able to seek the factors of effective business 

development strategies for potential new entrants through analyzing start-up businesses and 

rapidly growing businesses in today’s Japanese elderly housing industry. Financial analysis 

approach that studies how business raises capital, generates revenues, selects a type of 

investment strategy for its growth would be an interesting study subject for potential service 

providers.  

 

9.2.2 Recommendations for Japanese Government  

 Although the number of elderly housing has increased since the new public policy 

started in 2011, current number of the housings is far below the government’s target number. 

In order to stimulate the supply of elderly housing business, further public subsidies might be 

required to provide for service providers.  

Since long-term care service infrastructure is important to support aged citizens and 

elderly housings, each area’s municipality and prefecture needs to provide further grants for 

developments of community care and welfare facilities that can back up and promote the 

business of elderly housing business. Development of community-based elder care system, 

that help elderly people live as independently as possible through offering variety of 

supportive living services and healthcare options at home or at a location in the community, 

would be future Japanese social infrastructure for the elderly. In addition to the stated 

supportive living and healthcare services, municipalities and prefectures should develop the 

systems to promote social participation and social engagement of elderly people to enrich 

their living as well as creation of jobs in local community.  

 Current registration standard for elderly housing business does not include any 

regulations to prevent the Japanese social issues that frequently happened at nursing home 
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and care facilities in the past such as abuse of elderly and forced healthcare treatments. In 

order to secure elderly citizens’ safe retirement living in elderly housing facility, the content 

of regulation standard should be modified and specify a code of conduct as well as moral 

principles. Besides, regular inspection by administrative officers should be taken place to 

inspect the works and services provided in each housing for provision of safe and secured 

elderly civilian’s living.  

 

9.2.3 Recommendations for Service Providers 

 Although the registration standard for the business states, there is no requirement for 

provision of in-house healthcare services for elderly residents, it is highly recommended to 

develop healthcare service system through cooperating with local healthcare service facilities. 

Provision of in-house healthcare service would boost the revenue of housing and attract more 

broad customer groups, however, service provider should not be overdependent on the 

revenue from provision of healthcare service since it is expected to be decreased due to 

decrease of tax income of government and increase of elderly population which mostly use 

social welfare program.  

Unlike property management business of ordinary housing, one of the biggest 

missions for today’s Japanese elderly housing would be solving aged-customer’s unique 

problems, such as provision of supportive services for handicapped residents and offering 

age-related disease prevention program for them. Since customer’s demands toward 

residential service for the elderly became more complex, development of service structure 

based the demands and characteristics of target customer segment would become more 

important than ever. Cooperating with local community’s businesses, social welfare 

organizations, and educational institutions to develop social participation for the elderly may 

be a possible option that elderly people value.  
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 As a case study of Showa no Yashiro and Smart Community Inage shows, 

development of elderly housing can be an intermediary agent that helps to increase the 

revenue of other services provided within corporate groups. This strategy is beneficial for 

service providers since they can have stable revenue streams from the residents of elderly 

housing without spending much sales and marketing expenses. 

 As the industry gets competitive, development of unique, competitive building 

blocks to make company’s business model becomes more important. It is not necessary to 

possess all resources to provide services in-house in today’s elderly housing business. Rather, 

focusing on satisfying specific customer group utilizing company’s resources and outsource 

some services to reliable local vendors based on the analysis of economic factors and non-

economic factors.  

 Finally, service providers have to understand their target customers might be young 

family members of elderly people. It is important to note that selling residential services to 

elderly people’s family members and developing relationship with them would also be an 

important tip to be successful in business in the industry.   

 

9.2.4 Recommendations for Care Takers 

 Advancement of technology is highly likely to replace human caregivers. In order to 

correspond to the shortage of nursing care workers in Japan, development of caretaker robots 

and other technologies have been accelerating to perform future caregiving jobs. Japanese 

government also considers the development of robotics-based nursing-care equipment as a 

part of its national revitalization strategy. To avoid being replaced by machineries, caregivers 

should acquire professional skills that machineries cannot provide and focus on developing 

their human skill and customer relationship skill for patient’s emotional and psychological 

well beings that are less likely to be satisfied by robotic nurses.  
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 Due to the rapid increase in number of elderly housings from numerous industries, 

there are a lot of unskilled business enterprises and unethical service providers that only 

consider to seek a good investment opportunity or to get public subsidiaries in the industry. As 

forced healthcare treatments and inappropriate working conditions had been frequently seen 

in Japanese nursing homes and long-term healthcare service institutions, there are numerous 

unethical business organizations in this industry. Therefore, care takers should pay more 

attention to each service provider’s management philosophy, corporate missions, and its 

business structure in order to avoid the risks of having an exploitative sweatshop-type 

employment system.  

 

9.2.4 Recommendations for Customers 

 Today’s elderly housing industry is more decentralized than ever and there are 

numerous numbers of unethical, unskilled, and financially unsecured businesses. Customers 

must do preparatory research about each service provider’s business structure, residential and 

care service contents, management philosophy and missions, and so on. Among them, 

economic security of a company needs to be paid a large attention since it is a good single 

indicator of its financial health and long-term viability of the business. If service provider’s 

financial information is not available, checking online evaluation toward the business or 

asking current and ex-users of housing’s service directly would be an effective method to 

choose an appropriate residential service that can solve individual unique problems in 

retirement living.  

 Regardless of on-site visit or review of online databank, information collection 

process should involve a person who is familiar with residential service and healthcare 

services for the elderly. As discussed in this study, there are numerous disputes between 

service providers of long-term residential care services and service users every year due to 

lack of understanding of contents of contract of residential services as well as unethical 
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service systems provided by some business enterprises. In order to have secured residential 

living, customers are required to be sophisticated and familiar with the services provided in 

today’s elderly housing industry.     
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