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Introduction


The Japanese have a holistic view of products. They see the total product as consisting of both tangible and intangible components. The Japanese concept called kansei  involves the oneness of the product and the user.  Kansei  takes into account all the intangible things that make a customer feel both confident and at home when using the product.  From a management perspective, a company’s purpose is to supply customers with items that offer maximum value—which is determined by cost and quality. While American management views cost reduction and quality improvement as contradictory objectives, Japanese firms see them as objectives that go in tandem. In fact, the Japanese word keihokutanshoka means “lighter, slimmer, shorter, and smaller,” and implies that less expensive items are more useful products because they are economical to purchase, use and maintain. Smaller versions of standard products follow the Buddhist  concept that small is better.


The Japanese demand fashions and styles to match their individual lifestyles and ages.  Although the cohesive, group-decision-making society of the Japanese is well documented, individualization has become one of the keynotes in consumer marketing in Japan.  Japanese consumers are quite fastidious when it comes to the quality and performance of products. If a purchased product turns out to possess even the slightest blemish, Japanese consumers will complain to the retail store and manufacturer. If a product does not function properly only a short time after purchase, they will return it or demand a replacement. And if an accident occurs as a result of careless manufacturing, they will seek  compensation  and  apologies  from  the producer.  Retail stores and manufacturers must take steps to prevent and solve such problems, or they will lose both customers and prestige.


The Japanese have developed extremely high standards for product quality, durability, and reliability.  This is due to the relatively high costs of most consumer products; Consumers in Japan generally pay much more for the same item than do American consumers. Japanese quality demands are the most sophisticated in the world. A typical Japanese consumer will refuse to accept anything not in perfect condition. If a newly purchased car stalls, for example, the buyer will probably refuse to make any payments until the dealer performs all the necessary servicing.  Thus, dealers must go through tremendous efforts to appease their customers. In Japanese eyes, American cars break down too often or their paint jobs are imperfect or they have defective parts. This is not what a Japanese buyer expects from a new car.  Japanese firms place more emphasis on meeting consumers’ needs with good-quality and reliable products at competitive prices. The word “quality” is used in Japan the way the word  “excellence” is used in the West.


Japanese consumers view cosmetic anomalies as an indication of something wrong with the manufacturing process that could lead to more serious problems.  Outward appearance is an important indicator of anshinkan  (the peace of mind that comes from dealing with reliable and trustworthy persons).  In Japan, it is believed that the occupant of an untidy desk cannot think clearly; such a person's mind must be as disorganized as his or her desk. Japanese customers like to visit their suppliers' plants; a dirty plant usually leads to skepticism about the quality of the plant's output.  Output and process cannot be separated. The Japanese consider early problems to be a sign of poor long-term reliability. Their major concerns with imported goods are safety and after-sales support. Unless a proper guarantee or warranty is offered, foreign manufacturers usually experience difficult times.


For all major purchases, the Japanese expect prompt service and a wide choice of items. Foreign businesses in Japan must, therefore, carry a large and complete inventory of parts and provide trained service personnel. This is especially important in the automobile industry, since many Japanese fear that buying a foreign car  means they will not be able to get necessary parts or good service.  Knowing that building customer loyalty is a prerequisite to effective selling in Japan, salespeople put forth tremendous effort to achieve this end.  No strings are attached when providing services for the products and typically  no additional charge for  any warranties exists.  In Japan, the product is supposed to work even after the initial warranty period expires and any minor problems are to be taken care of without additional payment.


Japanese consumers also place heavy emphasis on the packaging and overall appearance of products. The product packaging not only must be right, but also the product must be wrapped and tied in the right way.  Specific kinds of strings must be used for specific items; the  presentation is as important as the event itself. The typical Japanese consumer will not purchase a product that is not well wrapped. Utilitarian packaging is rarely used. The Japanese consumer typically views products much more as valuable in and of themselves and not in the instrumental manner of a Westerner. The beauty of a product lies not only in its functional aspects, but also in its appearance, size, and the like. Products have an intrinsic value and thus should be enjoyed in their own right. To the Japanese, form is as important as function. Packaging must be beautiful and of high quality; it is expected to be aesthetically pleasing as well as functional. Fingerprints should not adorn department store products; no defects in fit and finish are tolerated when an automobile is delivered. The Japanese typically  avoid any product that is presented in “economy packaging.” Packaging paper used for wrapping and bags are of excellent quality, and wrapping an item in three layers is standard practice. 


In Japan, poor execution can kill a good concept no matter how powerful the concept may be. Adherence to “proper etiquette” (form) often can be equated with morality and sometimes takes precedence over truthfulness and intellectual honesty (function). The packaging, how you give the message, the execution cannot be overemphasized. The pressure for proper form obviously places great pressure on the individual toward conforming. The Japanese feel that if you do not go to the trouble of presenting your ideas properly, how can they be any good?  The Japanese stress the way things are said; Westerners stress what is being said. Japanese commercials are typically done the same way: reactions to how the commercial was made are of utmost importance, with interest in what was being said about product being very low. 


The Japanese also dislike certain colors for certain products: they abhor yellow for cosmetics or toilet articles because they associate yellow with laundry or cleaning products.  Many customer complaints center around scratches and other exterior damage to daily necessities and household goods. Retailers must then take extra care in handling merchandise to prevent damage.  Standards for product performance are also strict.  Consumers  demand  reliability and good after-sales service, as previously noted, and will change brands if they find an item functions poorly. The Japanese consumer expects an immediate response from the manufacturer.  A major concern for the Japanese in purchasing imported products is the length of time it takes to have them repaired. 


Typical Japanese consumers have an ethnocentric attitude. Oftentimes they quickly reject foreign-made items, regardless of quality, in favor of locally manufactured goods. Consumers in Japan do not hesitate to choose domestic products over imported ones.  To them, their country comes first, and they know that Japanese firms must be ichiban (number one) for the country to prosper.  Japanese children are taught to support their fellow countrymen and all things Japanese. Foreign products are thought to be appealing in terms of design and individuality. However, their function and quality are not necessarily rated as reliable. The European image is represented by Mercedes Benz and Wedgwood.  The American image is represented by colas, jeans, cigarettes, and chain restaurants. Most Japanese have an exotic image of foreign goods. The fact is that most Japanese consumers distrust products not made in Japan.  However, this is changing. As more Japanese travelers are introduced to foreign products, they tend to return home demanding these items.


Japan is a  polyocular society—every member has an important vantage point from which to view an issue and sees different aspects. Products and services are multidimensional with as many facets as there are customers. There is no such thing as a completed product system to which no improvements are possible, since there is always another viewpoint to be taken into consideration.  All employees can and must participate because each has a new view to add. The Japanese view as valuable the number of particular human satisfactions that have been wrought into the whole combination.  The larger the values combination, the more potentially valuable the product, the higher its quality, and the more multifaceted and hence the wider its appeal. The polyocular approach seeks to reconcile many points of view into a choice combination rather than a choice between alternatives. The consumer must demand this values combination, but the more consumer values that have gone into its making, the more consumer satisfactions that will be realized in its consumption. Wholes are more valuable than parts. Japanese cars are safe and high performing, compact and roomy, economical in gas mileage and quick to accelerate.  Japanese manufacturers offer combinations, not choices.


The marketing philosophy of Japanese enterprises is to discover ways to match technology with the traditional lifestyle and culture of Japan:  For  example,  having  Japanese-language  word  processors  with   handwriting typefaces,  noiseless washing machines, rice cookers designed to change cooking time automatically to match the type of rice being cooked, and high tech kotatsu (traditional Japanese heaters).  A high value is placed on retaining the culture and making technology serve this. The introduction of a new product is often accompanied by demonstrations in numerous homes as well as new product shows held at large hotels in the major cities.  

*

BRANDS

The Japanese worship brand names, the perfect solution in a society where individual preference is muted.  Once a designer name or brand logo catches on, the scramble begins. As soon as consumers are confident the logo means status or prestige, they will snap up anything that sports the reassuring logo.  The Japanese have taken this fanaticism a step further.  They do not rush out and buy just any recognizable brand; they buy catalogs filled with photographs of accepted brand products. Before making a purchase, many consumers must consult a reference work to guarantee its prestige. Different reasons for this brand loyalty exist according to age groups. The main reason the older Japanese rely heavily on brand names is that in their formative years (during The Second World War and the years of postwar poverty) goods were scarce and few opportunities existed; being unsure of exactly what they wanted, they opted for the safety of a famous name. The youth tend to prefer brand names because of their fashion consciousness. Consumers associate product quality, safety, and reliability with the image of the company that produces it. They need to see the company as trustworthy and reliable in order to evaluate a brand favorably.   


The Japanese consumer is more likely to purchase a product based on brand name recognition than on price.  If a brand name product seems to be priced too low, it may be rejected in favor of a more expensive product. Purchasing expensive brand name products is especially important to the middle class and the young,  who seem to find group identity and economic pride in this activity. This hierarchical concern with brands can be seen in the way the various Suntory brands have clearly defined ranks and, therefore, occupy different positions in society. In the early 1960s, the best selling Suntory was a light  whiskey called Red; a few years later, Kaku was priced higher.  The most premium brand was called Old.  Later on, priced even higher for senior  executives, came Suntory Reserve.  When a Japanese salaryman selects a Suntory brand, he does so solely according to his position in the company.  Suntory Old dominates the Japanese market in the middle level.  Reserve is what you drink when you reach high management.


When Nabisco went to Japan, consumers there found the Oreos too sweet, so the amount of sugar was reduced to give them  a more bitter taste. Some consumers still found them too sweet and told Nabisco they “just wanted to eat the base” without the creme, so Nabisco added a modified Oreo without the creme, Petit Oreo Non-Creme Cookies, which consisted of single wafers without the creme. General Foods attempted to sell instant cake mixes without success during the 1970s.  The Japanese prefer beautifully wrapped cakes purchased in pastry shops in Japan. Few Japanese households have ovens and the suggestion that housewives use idle rice cookers did not work either,  as the rice cookers are almost in constant use.

PRODUCT MARKETING




In Japan, the typical new product marketing plan calls for achieving a dominant market share in the home market, learning from the experience of beating domestic competitors, and selling enough units at inflated prices within Japan to generate operating efficiencies and profits.  High-markup selling at home, in effect, subsidizes a company’s entry into the global marketplace, where margin must be sacrificed until a strong position is realized. By selecting ignored or underserved segments, the Japanese develop a market position, technical expertise, name recognition, brand loyalty, and the financial strength to go after the next higher niche. Products are mass produced in highly focused but flexible factories where production efficiencies can be maximized.  With the established low-end product, they move up the value curve, adding features and getting the most out of the factory before a model change and subsequent retooling must take place.  When demand for the old mainline products weakens, they will often expand their product offerings with many variations on the existing theme, develop new distribution channels, and cut prices to stimulate sales. The risk of falling behind a competitor is seen as far more dangerous than the financial risk associated with rapid growth or too many new products. 


Compared to similar American companies, Japanese companies spend more time in planning (40 percent versus 25 percent), suffer development setbacks on a smaller proportion of products (28 percent versus 49 percent), and waste less of their time debugging finished products  (5  percent  versus 15 percent).  Japanese  companies  also  invest more of their managerial time in new products (50 percent versus 40 percent) than the typical American company and receive more revenues from them (44 percent versus 28 percent). The considerable amount of preplanning time is spent on gaining a consensus among the team members and employees on what the product is—its features, color, shape, price, and so on. However, once decided, the company sticks to those specs, and implementation proceeds speedily since consensus had already been achieved.  As a result, the Japanese experience far fewer interruptions during development and fewer problems after launch.  They believe in settling on specifications as late as possible and then sticking to them.  That way people can spend more time planning, discussing, and debating the product’s characteristics, and afterward, everyone knows that a change will seriously delay the project. Conflict resolution is accomplished by broad consultation prior to decisions and at lower levels of the organization for successful firms.  


As a result, the average Japanese company receives 44 percent of revenue (versus 28 percent for a similar American company) from its new products (defined as those less than five years old). The Japanese focus on customer satisfaction is also  evident in their search for product improvement and development. They continually survey their product users to  help target problems or newer features their customers want.  The Japanese also test their products on potential adopters  to evaluate what is needed from the customer's point of view.  This “zero feedback time” allows the Japanese to determine customer satisfaction with their products and to act on the improvements suggested by the feedback to improve  their products on a continuous basis so their products will remain the leader in the market segment.  The frequency of engineering changes in the typical American firm is as much as twice that in a Japanese company. This has negative implications for the American firm, since engineering change orders are increasingly disruptive to higher-volume production. 


The Japanese company deadline for abandoning a new product is the first day it is marketed—the ultimate in creative obsolescence. Due to fierce competition, Japanese companies use multiple-track, parallel development (developing second and third generation products along with the initial version). The theory is that as soon as the pack catches up, the replacement product is ready to go. Although this looks wasteful by American standards, the end result is that Japanese companies develop new products faster than their western counterparts at a fraction of their costs.  Many Japanese companies work to have the next generation in development before introduction, with improvement targets of 40–50 percent.   Cycle times,  instead of being four or five years as used to be typical in Western industry, are reduced to eighteen to twenty-four months. 


They are reluctant to pin their hopes on one technology or product. Japanese corporations will often fund several groups, both to stimulate internal competition and to devise fallback positions. It matters little whether the first generation of a product is perfectly efficient or not; what matters is getting the fourth or fifth generation right and getting a product out the door quickly.  The speed with which they respond is geared to the economies of scale they gain. The Japanese bring out a new product in one-half the time it takes their American competitors and in one-third the time it takes Europeans. They accomplish this by being less marketing and finance oriented and putting more emphasis on engineering and manufacturing. Japan has 5,000 technical workers per million population compared to 3,500 in the United States and 2,500 in Germany.  


In 1977, the development of new products overtook cost reduction as a management goal in Japan; about 1979, it overtook the expansion of  market share to become the top priority.  By 1982, the percentage of new products had reached at least 40 percent among many manufacturers.  In 1985, nearly 20,000 new products went on sale in Japan, 12 percent more than in 1984 and 33 percent more than in 1983. Mitsubishi Research Institute (MRI), Japan’s largest research company, has been researching new product introductions since 1973 and has found that the majority of new products are improvements. Truly new products, based on totally new ideas, constitute only one or two percent of all new products. Intense competition, continual product improvements, and rapid technological change are all helping to shorten product life cycles.  MRI estimates new food products have a life of only a few months, toys three to six months, electronics several years.  Companies must aim to launch, compete, succeed, and move on all within  a short time.  It is no longer a question of how many can be produced, but of how few, in order to avoid overstocking and leftovers. And if the product becomes an unexpected hit, how quickly can production be expanded to meet demand?


One reason Japanese companies are successful in introducing new products is that they use a team approach, which involves more horizontal communications across functions, a typical characteristic of organic organizations, which helps stimulate inventions through cross-fertilization of ideas. Japanese employees perform diverse functions that are often teamed to move a product from the idea stage to commercialization.  This approach helps maintain control until the goal  is  achieved.  Small,  incremental improvements  are  perhaps  best made by a team.  Multifunctional teamwork is likely to vary in appropriateness by the stage of the technology life cycle. Multiple functions do not need to interact as much upstream at the basic research stage because the commercial implications are unclear at best. Therefore, teamwork is most likely to be highest where upstream activities need to be moved downstream.


Reasons for introducing new products in Japan include to match changing customer demand and to grow and to win share. Successful products are those matched to customer needs, superior in quality, reliable, or high in value or design. Factors contributing to failure are lack of understanding customer needs, high costs, insufficient prelaunch planning, and lack of a differential advantage.  Most products that succeed are generally considered to embody the concept of keihokutanshoka—light, thin, short, and small as in light in weight, thin in width, short in length and operating time, and as small in size and cost as possible, all designed to economize on energy, raw materials, time, and space. Any successful product has some elements of each of these four components.  In addition, the simplicity, compactness, power, and elegance of the Japanese tea ceremony and flower arrangement find expression today in many Japanese products, classic examples being cars and cameras.


Japanese consumer product companies are quick to get technology out of the laboratory and into the marketplace. An example is fuzzy logic, an artificial intelligence–like technology used to mimic human skills for sorting out unclear information.  Fuzzy logic is being used in washing machines and vacuum cleaners.  To quickly bring new technologies to consumers, the Japanese capitalize on their traditional strengths of high-volume manufacturing technology and skillful application of the same research and development to different types of products. 

*

PRODUCT DEVELOPMENT

Japanese-style product development is the dynamic and continuous process of adapting to changes in the environment.  The key elements of this effort are self- organizing development teams (autonomy is given to these groups, who are composed of members from diverse functional backgrounds, to define their own activities, and to face challenges collectively), overlapping development phases, and a commitment to continuous learning. Project teams are assigned to pursue a broad strategic product development goal instead of a specific new product concept as is typical in the West.


The money spent on developing a product or a process is not an investment to the Japanese; it is a sunk cost. Empowered cross-functional teams strive constantly to improve processes. Managers are coaches, cheering on communications and unceasing efforts to improve. The Japanese niche is the mass production of low-cost high-quality standard goods and services. Japanese companies adopted this method in order to develop new products rapidly and with maximum flexibility.  Rather, it might be better to say that they were forced to do so in the severe competitive environment of product development. They found, however, as a result of learning by doing that phase overlapping is an essential linkage mechanism of networking.


The success of Japanese new product programs is related to the level of R&D-marketing integration (information sharing, collaboration on specific new product development tasks, organizational structure, attitudes) in Japanese firms. Japanese methods of organizing new product activity are influenced more by corporate culture, which accomplishes the needed items. In the successful Japanese firm, a common commitment to the long-run success of the firm binds R&D and marketing employees together. Interfunctional cooperation is based on this shared commitment and is reinforced through participative decision making, job rotation, and the use of joint reward systems.  Where R&D-marketing relationships are harmonious (each party has great professional regard for the other, each feels that the other is competent, each feels dependent on the other, each feels very trusting of and open with the other), new product projects tend to have greater successes. By their very nature, Japanese companies produce this harmonious interaction. Employee interactions typically involve all these factors; their importance can be traced to the fact that the ability to work well with fellow employees is the second most important criterion for promotion decisions in Japan (after seniority).  


Employee participation in new product development, product modification, and product deletion is high, as is to be expected in a participative decision-making, bottom-up process. R&D  and marketing are involved early in the process. Japanese management tends to be decentralized in more successful firms. Highly integrated, highly successful firms do tend to place greater emphasis on role clarity (that is, written performance standards and written documentation of duties, authority, and accountability) than is usually perceived to be true for a Japanese firm. The most frequently used method of organization in Japanese firms has the R&D manager directing new product development. Venture teams are hardly ever used in the development efforts of Japanese high-tech firms.  


The Japanese good is made by a continuous production process, not in small custom batches. The Japanese are process oriented, conditioned by kata, by doing things in prescribed matter. This is due in large part simply to product standardization for the mass Japanese market. Large-scale production is the kind of production in which ethnically, linguistically, religiously, and educationally homogeneous workers and mangers can excel. The good is sold in Western markets on the basis of price and quality, or durability.  One effect of product standardization is to markedly reduce the amount of information needed by consumers before they purchase a good; the necessary information is in the price. Interaction between customers and producer is not vital. Nor need distributors be trained in complex, service-intensive sales strategies. Being a good (hardware, not software), it is admirably suited in overcoming Japan’s extreme distance from major export markets as well as the language and cultural impediments to international business communications. The Japanese themselves acknowledge that their language makes communications among Japanese neither rapid nor precise.


In the Japanese research system, the product development group essentially contracts with the research group for certain technologies.  That builds such a strong link that research flows directly into products. Many Japanese companies, like Hitachi, encourage researchers to take the long-term view by building additional funds and time into each contract from a development group; the time and money can be used however the researcher likes.  


Japanese companies also excel at catalog design; instead of designing each component of a new product from scratch, Japanese engineers are trained to use parts catalog, to use off-the-shelf products wherever possible, even similar items used in other products.  The performance may be only 90 percent, but at half the cost. A more expensive and reliable component would only be used if designers were able to prove that the savings in warranty expenses exceeded the increase in component costs.  Changes are not made unless a favorable cost-benefit ratio can be demonstrated. As a result, the Japanese engineer tends to consider the impact of his design on cost or manufacturability, while the typical American engineer simply wants to know whether it can be done from an engineering point of view. This concern for details can be seen by the fact that the Japanese engineers tend to patent smaller parts of the same process while Americans will apply to patent the entire process.  


Competitive benchmarking is also a typical Japanese corporate practice.   The idea is to obtain  models  from  one’s competitors and then set production targets based on the features, options, and price of the competition. In a benchmark study of Japanese processes, Xerox found that production lead times were kept low by using a selected supplier base, paying attention to their design suggestions, and eliminating time-consuming price quotes. Quality was kept high by getting vendors to commit to excellence and then training them as needed.
