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Lecture #17: Japanese Marketing

In 1982, Philip Kotler and Liam Fahey  wrote  “The World's Champion Marketers: The Japanese.” At that time, the Japanese had almost conquered the automotive industry, had finished annexing the consumer electronics industry, were on the upward path toward securing a dominant share in semiconductors and several other industries, and, in general, seemed invincible.  Record continuous Japanese trade surpluses of unheard of proportion have existed since 1980. But something else happened en route to the slaughter.  Japan Inc. is not as invincible as the world thought it was. The Japanese, too, can suffer from strategic overstretch.    


Peter Drucker (1981) once said, “When the rest of the world was only talking about marketing, the Japanese were doing it.”  He meant that the Japanese came to the United States to study marketing principles and philosophy and then applied the textbook principles with unparalleled success. Ezra Vogel (1985) in Japan as Number One;  Kotler (with Fahey and Jatusripitak in 1985) again in The New Competition , and Boyd DeMente (1990) in The Kata Factor all discuss Japan as the next economic superpower, overtaking the United States, with basically Japanese marketing prowess as the major reason for Japan’s success. What most of these prophets failed to realize, did not properly factor into their equations, or chose to ignore is that when dealing in foreign markets, Japanese corporations, especially in the United States and Europe, overwhelmingly allow nationals to conceive and implement local marketing programs. That is, the success of “Japanese” marketing in the West, particularly the United States, is derived from American marketing experts working for Japanese subsidiaries  in  conjunction with American  advertising  agencies casting their usual American marketing magic. Professor Kotler (1982) admitted that the “Japanese hire American industry specialists, consultants and executives to help them figure out how to enter a market and hire American executives to manage U.S. sales . . . . Japanese marketing strategy has been formulated not by the Japanese but by the Americans.”  


Where then is the superior “Japanese” marketing? By extrapolation, the reason the Japanese have succeeded is because they have had a hands-off policy and have let the nationals do marketing the way it needs to be done in each particular country.  Perhaps it is not their marketing skills but their cultural sensitivity skills that ought to be boasted about:  understanding that people and cultures differ and that to succeed one should let the nationals who understand their own culture market the product the way it must be marketed to succeed in their own marketplace. The Japanese marketing strategy revolves around their management of product market evolution. They choose and  sequence the markets they decide to enter, the products they  decide to produce, and the marketing tactics they decide to  adopt for the market segment. However, the most important factors in their international marketing success has been their acceptance and understanding of marketing principles, which they then apply to the markets they decide to enter.


At the time Professors Kotler and Fahey wrote their article, the world indeed looked bleak for American industry. The Japanese dominated automobiles, motorcycles, watches, cameras, optical instruments, steel, shipbuilding, pianos, zippers, radios, televisions, video recorders, and hand calculators and were moving into position for the kill in other significant industries: computers, construction equipment, chemicals, pharmaceuticals, and machine tools. In less than forty years, after beginning with a burnt-out relic of a country in 1945, Japan had achieved global market leadership in industries thought to be dominated by impregnable Western giants. 


What has happened since? The doom and gloom so often predicted never occurred. The American auto makers rival their Japanese counterparts in quality and surpass them in affordability. Japanese engineers are once again touring American factories; Ford’s factory in Georgia, which manufactures Mercury Sable and Ford Taurus, is on everyone’s number one list.  In a marked turnaround that would have been unthinkable even five years ago, Ford was recently asked by Japanese banks to run Mazda.  


The computer industry is now focused on personal computers, telecommunications,  and electronic  data  bases.  The big  names  are  not Toshiba or Hitachi or Fujitsu, but Microsoft, Intel, Compaq, Dell, and Apple.  In 1982, all these companies were small and inconsequential; several did not even exist then. The Japanese marketplace, although still dominated by NEC, finds Apple and Compaq picking up share every year.  NEC, without an IBM compatible, has turned to Dell to help with its marketing strategy. The software industry is dominated by American companies. Although Japan still remains dominant in semiconductors, that industry has become a commodity business with little, if any, margin, consistently under pressure from Korean and Taiwanese chip makers.  Meanwhile, the high-value-added portion of the computer industry includes microprocessors (Intel), operating systems (Microsoft), and applications programs, all dominated by American companies. 


In the late 1980s, it was feared that Japan would dominate the next generation of television signals, the HDTV (high-density television).  Japan had a workable analog system, which in typical Japanese fashion was an improvement of current systems. Meanwhile, the United States elected to go to digital signals because the quality and data throughput obtainable from such digital signals put analog systems to shame; it is like comparing the Concorde to the first Wright brothers’ plane. Japanese companies are now stuck between a system that they understand, have conceived, and have agreement upon, but that is already obsolete, and the leapfrog, superior technology developed by the United States.


True, Japan still dominates in consumer electronics: televisions, camcorders, video cassette recorders, and radios. But the “software” (movies and music) is being developed in the United States: Hollywood is American, and even the Japanese cannot duplicate it (they can buy it, but they cannot manage it nor market it in the traditional Japanese fashion, as Matsushita and Sony have found out at UA and Columbia; the recent sale of UA by Matsushita indicates succinctly even the invincible Japanese often make costly blunders). In consumer electronics, although still the leading manufacturers and marketers, under pressure from the lower-cost manufacturers in East Asia and other developed countries,  Japanese electronic companies have moved almost all their production to Southeast Asia.  Profit margins are negligible.

*


Harley-Davidson was in its death throes in 1982.  In 1995, it is not only a thriving company, but also one that year after year cannot produce sufficient product to meet the overwhelming demand.  Despite increasing capacity every year between 1990 and 1995, dedicated users wait months for their new “hogs.” The machine tool industry may be down, but  not  out.  American  manufacturers  learned from  the  Japanese and have excelled in productivity, quality, and state-of-the-art manufacturing, development, and research.  Downsizing over the last five years has produced lean, mean, tough international competitors. The Japanese have only begun their downsizing. Caterpillar was a marked company in 1982; Komatsu had the inside track.  In 1994, Caterpillar dominates the world market more than ever; even in Japan it has a strong presence. Komatsu is ever-present and still a dangerous competitor, but not immortal like it was presumed to be during the early- and mid-1980s.  Chemicals and pharmaceuticals? The Japanese strategy has been to acquire small companies. Japanese market dominance? They do not even have market presence outside of Japan.  


Contrasting Japanese strengths and weaknesses in different market segments within industry sectors, some patterns become obvious.

•Japan exports middle-of-the-line ready-to-wear clothes and textile fabrics.  It imports 

high-fashion items (from the West) and inexpensive garments from the less-

developed countries.

•Japan exports massive quantities of inexpensive watches. It remains one of 


Switzerland's largest markets for fashion and jewelry timepieces.

•Despite having the world’s second largest pharmaceutical 
market,Japanese firms 

had made a negligible impact on international markets. Japan imports several 

times as many pharmaceutical products as it exports.

•Japan exports massive quantities of basic hand-held calculators.  It imports Hewlett-

Packard’s advanced, complex, programmable machines.

•Japan produces and exports large quantities of standard integrated circuits and 

random  access  memory (RAM) chips,  yet it imports virtually all its 


microprocessors and microcomputers.  The difference is that the former are 

hardware components, whereas the latter, although hardware, have the 


majority of their value added in the software (the programs).


Add to this the interesting fact that if automobile and auto parts exports from Japan to the United States were excluded from the trade deficit calculations there would a trade surplus, not a deficit, it becomes obvious that Japanese strengths are thin and narrowly focused. Professor Kotler (1982) indicated that “the Japanese have not yet demonstrated much marketing success in markets where major cultural differences are paramount . . . . success has been almost exclusively in product markets where the notions of function and utility are reasonably consistent across cultures.  The  Japanese have  yet to exhibit sophisticated marketing skills and approaches in services and food products industries.” American companies outperform the Japanese on pretax returns on equity and operating profits: Although IBM and Hitachi have roughly equivalent  revenues, Hitachi’s profit is one-fifth that of IBM.


So what is Japanese marketing?  It is not that which is seen outside of Japan, at least not in its true Japanese format. The question remains, How do Japanese corporations perform marketing in Japan, to the Japanese? As the Japanese have catapulted themselves to the status of an economic power, many reasons have been given for their rapid progression—one of which is the claim that they are the world’s premier marketers.  Certainly American marketers would argue this point. What is the actual role of marketing in a Japanese corporation?  How well are the Japanese versed in the development and implementation of marketing strategy? Is there really a difference between marketing practices used in the West and those implemented in Japan?


Are they the world’s greatest marketers?  Or do they merely have a very vocal fan club doing superb public relations? And is the marketing that Americans see by Japanese companies in the United States actually representative of Japanese marketing practices in Japan? 

*

BUILDING   AND   PROTECTING   MARKET   SHARE


The Japanese rule seems to be “market share or die.”  The Japanese are very aggressive in pursuing long-term market share. Their main strategy when entering a new market is to build and secure market share rather than early profits. The Japanese are patient  capitalists who will wait a decade before realizing their  profits within a market.


Price is a key element in the Japanese marketing mix and in the strategy to expand their market share. The Japanese use pricing to penetrate, gain, and secure market  share. Their concept of pricing a product is to decide first what consumers will pay for the product and then direct engineers and designers to meet that price by pursuing the target  cost  of  the  product.   When  the  Japanese   first  enter  a   market 

segment, their price starts low and remains lower than the prices of their competitors in order to gain market share. Japanese organizations use cross-subsidization of their home market as a part of their marketing strategy for their  products in international markets. The Japanese maintain high prices in their home markets, but are willing to take substantial cuts in profitability in order to build or maintain market share within their international markets. Even when the Japanese have experienced periods of currency fluctuation, they cling to their hard-won market shares and do not raise dollar prices very much. The Japanese are masters at using a product  proliferation strategy. They continue to produce more and  different versions of a product to appeal to all end users at various income levels within their market segment. The Japanese saturate the market with their products and subsequently tie up distribution within those markets. The particular evolving market in which they are trying to increase market share serves as the focus for the development of their products. For the Japanese, market segmentation and market sequencing provide the impetus and the direction for product development. They spot their new market opportunities through sequencing and segmentation across a large number of countries, which will allow them eventually to build a  network of world markets and production locations.


In addition to market segmentation and sequencing, the Japanese are flexible in choosing what competitive attack or weapon to use against their competitors. The evolution of the market helps determine to what degree they will use  price, product quality, product features, service, distribution, promotion, and product line stretches to penetrate and gain larger shares of the market. The Japanese are a master at using adversarial trade as a competitive weapon against foreign competitors. The concept of  adversarial trade is to gain market control by destroying  the enemy or to obtain such predominance in a  market that it is almost impossible for newcomers to challenge the market leader. The Japanese intend to drive the competitor out of the market  segment, or industry they are pursuing by destroying their capacity to fight . This has occurred many times in the global market segments and industries the Japanese have aggressively pursued and subsequently dominated.  These policies have outraged American and European companies and governmental officials.  The cry of unfair trade due to adversarial trade seems to be carrying the day, as noted by the United States sanctions on Japanese luxury automobiles in June, 1995, as an attempt to force the Japanese into lowering barriers for the automotive and auto-parts industries in Japan.  More of these battles can be foreseen until Japanese trade policies soften.

*

CONCLUSIONS
No doubt exists that the Japanese have performed an “economic miracle” within their country in a relatively short  period of time. They are global market leaders in many industries, and are continuing to become a stronger competitive force as they penetrate more global markets. The cultural aspects of the Japanese, their unique  business practices, and the supportive role of government policies and subsidies are a few of the factors that have enabled the “economic miracle,” and the resulting global leadership, to occur in Japan. However, it is the Japanese skill in  marketing strategy formulation and implementation that has resulted in much of their success within global markets.


The quest for the secret of Japan’s success has no simple single answer.  It is a cohesion of numerous elements into one direction and one force. It is a lack of fragmentation.  It is a common goal and gambare, the emotional ingredient that is so thick one can cut it with a knife. It is a total system of people, government, business, labor, and education all working together for an understood objective. And this philosophy is multiplied over and over in successful companies that have made their mark in Europe and the United States. If one were to single out a particular factor to point to, one could focus on the philosophy of maximizing resources. The now famous just-in-time technique of manufacturing is a direct spinoff of maximizing resources. The Japanese, and Japanese firms in particular, live it in everything.



 The Japanese strategy revolves around their management of product market evolution. The Japanese choose and sequence the markets they decide to enter, the products they decide to produce, and the marketing tactics they decide to adopt for  that market segment. Their constant acceptance, understanding, and application of marketing principles to the specific market they decide to enter have resulted in an  extremely successful and powerful global leadership position.

