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Direct Mail Sales

Direct mail is a marketing technique that has been growing in popularity in the United States, but not as rapidly in Japan.  One reason for this discrepancy is that the Japanese feel printed material is too impersonal and hence not sincere.  If printed material is going to be used, they prefer communications written out in longhand by someone who has fine penmanship (another example of their love of form over function).  They will often not open direct mail if their name and address are not attractively handwritten or beautifully printed. 


The Japanese favor face-to-face communications so response rates for direct mail are half those found in the United States. Direct mail marketing accounts for less than 1 percent of all Japanese retail sales compared with 17 or 18 percent in the United States.  Sophisticated  direct mail techniques are less accepted and used less often.  Japan is still a decade or more behind the United States in the sophistication of its direct mail techniques. Few database companies exist and fewer still offer quality lists.  However, over 4,000 direct mail marketing companies now exist in Japan and the field is expected to grow as more Japanese consumers change their lifestyles and become aware of the convenience of direct mail. The mail order business has expanded  rapidly in Japan, with annual growth rates in the 1990s of over 17 percent.  Still, mail order sales are just 1.3 percent of total retail sales, less than one-third of comparable American numbers (4.8 percent). The average Japanese consumer receives 166 pieces of mail a year versus nearly four times as many for Americans. The Japanese spend more, return less, and buy more often than Americans.  Direct mail order sales can only grow as lifestyle changes occur and convenience becomes important as time available for shopping decreases, especially with the growing number of working women. 


The largest mail order company in Japan is Cecile, which markets women’s apparel, followed by Fuji Sankei Living Service, which is a general merchandiser, and Fukutake Shoten, an educational publisher.  According to a survey by the Japan Direct Marketing Association, the products most successfully marketed by mail in Japan are fashion accessories (shoes and handbags); jewelry and precious metals; watches, glasses, cameras, and optical instruments; ladies’ wear; and furniture and interior goods.  Most products range in price from $40 to $225. Catalog sales are beginning to take off in Japan. 


By ordering directly, consumers can eliminate the convoluted retail system with its many middlemen driving prices up. The increase in catalog sales reflects status seeking as well as cost consciousness. L.L. Bean International’s sales increased 73 percent in 1993 to over $100 million. The company has even opened two retail stores in Tokyo to help popularize its products. Catalogs and order forms in Japanese with explanation of how to order and deal with overseas delivery ease the difficulties of Japanese consumers not well versed in direct mail ordering. The direct mail business is expected to increase from $12 billion a year to nearly $50 billion a year by end of decade. Direct mail is one answer to overcoming the structural trade barrier of the Japanese distribution system.


Several major challenges are inhibiting the growth curve of direct mail in Japan.  These include extremely high postal rates (80 yen to mail a domestic first-class letter, almost four times those found in the United States;  airmail from the United States or Hong Kong to Japan is only 50 yen; a Japanese marketer could send direct-mail pieces to Japanese households from the United States cheaper than he could from Japan, except the Japanese government has made it illegal for Japanese companies to mail such materials into Japan from other countries), restrictive postal regulations (Japan has compartmentalized the distinctions between personalized mail and advertising; the term “business executive” or “head of household” as an addressee  means the post office will treat the letter as personal mail and charge the higher postage rate), and  the fact that list management is still in its infancy compared to the West  (only 20 percent of all lists are computerized, and the remainder are on cards; many are not language standardized). Many Japanese companies are reluctant to share lists, especially with potential competitors. When lists are available and can be rented,  direct mail vendors will tend to pay anywhere from $.22  to $.75  per name,  three to five times as much as in the United States. Lists are often “dirty”; that is, they include a high number of incorrect, duplicate or out-of-date addresses. Most national lists are either compiled from paid subscriber publications or based on specific types of mail-order purchasers; many, though, are compiled from government and trade association directories, which means that people on the lists are not proven responders to direct mail offers and the addresses are often not up to date. Japan does not have a standard industrial classification (SIC) system like the United States or Europe, so refined segmentation by industry is difficult to find among national lists.  Procuring lists from Japanese owners is difficult, since the Japanese tend to not share information openly  with strangers.  Many  publications  are hesitant to rent their subscriber lists. Japanese consumers typically desire to meticulously inspect a product before deciding to buy it and demand a higher level of service. Nevertheless, because the Japanese receive relatively few direct mail pieces, direct mail is a unique medium.  Added to the increased penetration of credit cards, this is a viable promotional tool in Japan.


Telemarketing is a relatively new phenomenon in Japan. The 800-number concept was only introduced in 1986 and is expensive, with merchants charged at the same rate as for commercial calls. The toll-free service (for consumers), when first implemented was rather expensive, even with rate reductions implemented later, it is not a bargain. Telemarketing has traditionally not been well accepted in Japan,  since the Japanese tend to resent strangers calling  their home at any time.  It is more successful in business-to-business marketing than in consumer marketing. 

*


Door-to-Door   Sales

Direct marketing is divided about 55 percent mail and 45 percent door-to-door. Japan is the largest and most competitive market in the world for direct sellers, representing more than half of the global volume with total sales of $34 billion in 1992. Door-to-door selling is popular in Japan, especially the home party approach, which involves gathering friends and relatives. Amway is a remarkable success in direct marketing in the Japanese market. It has set up its own network of warehouses and a direct sales force. Amway also set up its own distribution system, which uses independent distributors. Amway distributes over 125 consumer products, ranging from home care products to housewares to nutrition products. 


However, since the Japanese rarely invite strangers to their houses, this eliminates the familiar sales plan for home distributors as is typical for Amway.  So Amway’s alternative successful approach was to hold sales parties in local coffee shops instead. One advantage Amway has is that the Japanese rely strongly on the recommendations and experiences of friends and relatives; word of mouth and opinion leaders aid Amway in both selling and recruiting, thus playing to its strengths. Amway relies heavily on personal relationships with friends, neighbors, and relatives; this works only when the product is of good quality and earns quick acceptance. Only good products sell because distributors will not compromise personal relationships just to sell products. 


The ability to work for themselves has attracted would-be entrepreneurs and refugees from Japanese big businesses.  The attraction is the ability to earn according to how you perform, not according to one’s age or seniority.  In contrast to the United States, where many Amway distributors are retired, the majority of Japanese distributors  (2.5 million in 1994) are in their twenties and thirties.  In Japan, where one’s jinmyaku  (network of human contacts) is everything, network marketing such as that used by Amway thrives. Amway’s culture encourages group meetings and pep rallies, which only mesh more so with the Japanese culture. As a result of such effort and devotion, Amway sales in Japan has exceeded $1. 5 billion ( with double-digit increases for over a decade), more than one-quarter of the company’s worldwide sales are derived from Japan, nearly equaling that received in the United States (with net income approaching $200 million).  Amway’s direct distribution system bypasses the complex and multi-layered Japanese system, another advantage well suited to success in Japan.  Tupperware has also had great success in Japan in selling its products in the traditional Tupperware way. 

*

SERVICE  DEMANDS


Social mores cause customers to demand excellence in service and product quality and to have the upper hand in any business interaction.  Japanese customers feel it is their right to be treated as the central figure in any transaction, to receive careful, respectful service. Sellers are expected to go whatever extra mile is required to ensure that customers are satisfied and that the product or service is giving the performance promised. Sellers or suppliers must accept their subordinate, service-oriented role in the transaction. As such, the salesperson is exceptionally motivated to see that nothing he or she says could offend the buyer.


In Japan, no matter how unique one’s product, no matter how large and insurmountable one’s market share, when a customer has a problem, then  the seller solves it. When something goes wrong, everyone in the vendor’s shop should be concerned, even to the point of the seller’s president visiting the customer’s headquarters to apologize. This shows respect and loyalty and cements add-on business. Selling in Japan, means providing absolutely devoted service to the customer without regard to cost,  doing what it takes any time of day or night. This philosophy is propagated by the cultural heritage in which the vendor (merchant) (salesperson) occupied the lowest rung on the social ladder. As a result, the Japanese customer gets superior service, although paying for it in other ways. The sales function in Japan is intimately mixed with the service function. Free service is usually expected on products. For example, with orders for heavy machinery, the supplier is responsible for installation, operator training, maintenance, and service long after the warranty expires. Indeed, many suppliers have automatic checkup inspections for their machinery. This may continue for up to twenty years after purchase. This ongoing inspection serves to cement the relationship as well as to ensure proper performance. In Japan, service for a product is provided without strings attached.  This is derived from the notion that the product is supposed to work even after the initial warranty period, and, at the very least, minor problems are to be taken care of without additional payment. There is usually no additional charge for a warranty.


In order to accommodate Japanese guests, Hilton International  launched its Wa No Kutsurogi  service brand in Tokyo. This translates to “Comfort and Service, the Japanese Way” and consists of distinctive features and amenities, such as Oriental restaurants on the premises and green tea service,  targeted  to  both  business  and  leisure  travelers. Studies have indicated that the key requirements of Japanese travelers are to feel secure and comfortable, to be able to maximize limited time overseas, and to stay in hotels that maintain high standards of cleanliness and have a smart appearance.


To achieve the level of personalized service the Japanese market demands often requires considerable staffing. Japanese service tends to be quite labor intensive:  Hotel Okura in Tokyo has 1,600 full-time staffers for 880 rooms (nearly a 2:1 ratio), whereas New York’s Helmsley Palace has about 1,000 people for 1,008 rooms (a 1:1 ratio). Much of the service level delivered in Japan is made possible by simply having more service people. One advantage is that although overstaffed by Western standards, Japanese firms are able to mobilize and organize large numbers of people very quickly to work on new or emergency projects, to have reserve capacity.  


Japanese hotels often do not have the reservation systems and automated checkout service that American travelers take for granted; automatic teller systems are far behind those seen in the United States.  In the United States, it is often felt that  added customer value does not typically justify the added costs and associated higher prices.  Interestingly, Japanese firms in the United States  look for ways to reduce labor input rather than increase it.  Japanese firms in Japan would prefer to do likewise, but are inhibited by customer expectations and competitive pressures. 
*

SATISFACTION  AND  SUPPORT


Customer satisfaction in Japan is an integral part of  Japanese business; repeat business is constantly on the minds of management.  Department store personnel, for example, closely inspect every part of a product a customer selects prior to packaging it.  If even slight blemishes are found, the product will not be sold to the customer even if he or she is willing to take it, since long-term discontent could result.  Dealers are measured by regular surveys of customer satisfaction with both sales and service. These measures are used for employee compensation and development of systems and people.    


In Japan, customer satisfaction is non-negotiable.  The most basic need is meeting one's commitments as advertised and stated. Commitments are personalized and rooted in specific people.  The salesperson must attend to most problems personally.  For the customer, one person, together with management, represents the supplier firm and is responsible for everything that relates to the sale. Japanese buyers are by nature ambiguous in their actions; they rarely provide feedback to the salesperson and never hint about purchase intentions. This is culturally based, for if one were to provide any hint of commitment, he or she would be obligated to purchase. 


The typical Japanese housewife will go grocery shopping every day due to lack of storage at home and the fact that many walk or ride a bike to the store which prohibits large purchases. Shopping also exists as a kind of leisure activity for the typical Japanese consumer.  More emphasis in Japanese stores is put on the entertainment aspects of in-store atmospherics, while the convenience aspect of shopping tends to be downplayed. 

TRAINING
The preferred Japanese training method is that of learning by doing.  Training is accomplished by working together in a group. The Japanese evaluate their training and testing experience as members of a group.  The group will train together, will be evaluated together, and will be tested together; the group discovers the source of the problem and fixes it as a team. Groups are small, designed for functional harmony.  They usually will continue informally after hours.  The emphasis is on doing, sharing experiences, having intragroup discussion, and role playing; the orientation is highly visual (including slides, videotapes, samples, and actual hands-on demonstrations). Prereading is not highly valued unless special time is allowed for group discussion of the material. Prior to the formal training session, oftentimes the Japanese may conduct a group orientation in order to build group harmony, giving everyone a chance to get acquainted and build team spirit. A sharing of experience and learning is desired.  Each person in the group must contribute to the learning environment and become part of the team. Tests of practical skills are more valuable than written tests on the same material. 

THE  AFTER   MARKET


An example of Japanese concern for the after market can be seen in their thoroughness in doing business in the Middle East. As the Mideastern automobile market expanded, so, too, did demand for spare parts, gas station equipment, tires, repair-shop tools, and mechanical services. Japanese  motor vehicle manufacturers were quick to see the potential of this market and trained auto mechanics all over the region in the art of auto repair. In one such venture, Toyota, Nissan, and Honda  helped Libya set up service shops in forty-four towns and cities. Toyota  sent three experts to Libya to give technical advice on building a repair shop in Tripoli, and Libyans went to Japan for training in motor-servicing techniques. Honda also sent auto experts to Libya, while Nissan trained mechanics at its service centers in Athens as well as in Japan. The automakers counted on the service market not only to provide a lucrative sidelight to the main business of selling cars, but also to boost Mideast demand for Japanese vehicles.  The region is now Japan’s second largest market for automobile sales, but still way behind the number one market—the United States.  If Mideast mechanics are trained to service Japanese cars, the reasoning goes, people in the market for a new car are more likely to choose a brand they know they can have repaired locally.

THE  PROBLEM  OF  OVER-SERVICE


Japan’s production sector has been characterized by low cost, lean employment, and high efficiency. The retail/service sector, on the other hand, traditionally has been overstaffed, with high prices and gross inefficiencies. Whereas the productivity gap between the more efficient manufacturing and the less efficient service industry is about fifteen to one in the United States, it is around eighty to one in Japan. The Japan Productivity Center indicated that to reach overall U.S. productivity levels, Japanese manufacturing companies would have to eliminate 39 percent of their head count. Nearly 20 percent of white-collar workers are excess, as many as five to six million redundant workers.  


Japan suffers a chronic deficit in its service trade.  Its share in world service trade is low.  A large deficit in shipping reflects Japan’s heavy dependence on chartered foreign ships. Growing international activities by Japanese firms have heightened the deficit.  Payments exceed receipts by a wide margin in technological trade.  Finally, the travel and tourism deficit is significant as more and more Japanese take holidays abroad. The service sector has been growing rapidly.  Consumer demand for services has exploded as leisure time has increased, greater female employment (working wives) has increased demand for food services, the aging of the population has increased demand for medical services,  and the  demand for higher education has skyrocketed.  On the positive side, Japan is the largest exporter of capital in the world.  Tokyo is a leading financial center. The Tokyo Stock Exchange is one of largest in the world. Seven of the largest commercial banks and four of the largest securities companies in the world are Japanese. Countering this is the fact that Japanese manufacturers still get more of their financing, distribution, travel, and advertising services from in-house sources than is common elsewhere.  Manufacturers provide the bulk of the nation’s vocational training.  


Without the challenge of international competitors, the majority of Japan’s domestic companies (80 percent of the economy) have become complacent; this is especially true in their service, construction, and food production sectors. Japanese department stores, specialty retail shops, and banks provide service personnel who in the West either have been replaced by customer actions themselves (elevator operators) or simply would be absent (greeters and receptionists). Even if the automated equipment has been installed, human workers may be standing by performing redundant functions. At the gate checking for domestic flights at Haneda Airport, boarding passes are inserted into a machine that retains the airline’s portion and returns the passenger stub.  This transaction is handled by two workers: the first takes and inserts the pass; the second hands back the stub.


Change is occurring. Specialty stores have been growing in importance, particularly in the apparel, household goods, and food sectors.  Discount stores are beginning to put pressure on the dominant department stores as urban renewal spawns new spots for young shoppers. Japanese consumers, given a choice between attentive personal service and the lowest possible prices, still favor service, but trade it off against quality. Japan’s service firms, with high and fixed labor costs, give employees every conceivable form of automation to help them deliver the product.  Instead of making meals on the premises, Royal, Skylark, Kyotaru, and other Japanese fast-food chains use point-of-sale ordering computers, on-line networks and just-in-time delivery to serve customers with dishes prepared in vast centralized kitchens.

  
The demands of the Japanese market tend to become excessive when customers insist on their cultural uniqueness and reject foreign products that would meet their needs just as well as their own. The Japanese tendency is to refuse to accept international standards. Jimaeshugi   (making as much as possible internally rather than acquiring parts, tools, and capabilities from abroad) is an intimate part of Japanese culture and business practices.   In the West, the decision is usually economic; in Japan, it is relationship  and civic-oriented.
