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THE ADAPTATION AND MARKETING STRATEGIES OF THE

JAPANESE MANUFACTURING FIRMS OPERATING

IN THE UNITED STATES: AN ECOLOGICAL

ANALYSIS AND AN INTRODUCTORY

SURVEY

by Hirofumi Matsusaki

This study is concerned with the marketing practices

of Japanese manufacturing firms as employed in Japan and

America. The study involves personal interviews with

executives responsible for the American operations. Those

who were not reached in this manner were respondents to a

mail questionnaire. In addition to the primary data thus

generated, an extensive analysis was made of secondary in—

formation available.

Two hypotheses were tested:

I. There are identifiable characteristics and

patterns of adaptation in the behavior of the

Japanese firms that operate in the United

States.

II. The successful adaptation on the part of the

Japanese manufacturing firms is dependent on

the selective use of marketing strategies.

Both of these hypotheses were found to be tenable.
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The following were specific findings with regard to

the structure of the Japanese business in the United

States.

I. The product mix being imported is changing. In-

creased emphasis is on industrial goods and pro—

ducts which require complex and sophisticated

marketing.

2. Japanese firms have made entry via large major

metropolitan trading areas, New York ranking

first, followed by Los Angeles, San Francisco,

and Chicago. The recent trend, however, is a

relative decline in New York, with a corres-

ponding increase of trade in Chicago and Los

Angeles.

3. Organizationally, about half of the firms are

structured as corporations under American law,

with the remainder as representative or liaison

offices.

A. In aggregate there is a steady increase in U. S.

imports from Japan.

Three key characteristics of Japanese business life

influence the needed adaptation for doing business in

America: (1) traditional features, (2) the lifetime

employment system, and (3) the group decision-making

system.
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A four dimensional framework was used for inter-

preting the adaptation of Japanese firms in America: (1)

natural resources, (2) competitive and economic forces,

(3) governmental, legal and international forces, and (A)

ethical, social and cultural forces.

Two counteracting concepts, the logic of industriali-
 

zation and the family system, had major impact upon Japa-
 

nese firms with respect to: (1) international competition,

(2) structural changes in industrial organizations, (3) the

lifetime employment system, (A) the decision-making system,

(5) the traditional features of business, and (6) the

social life in Japan.

Differences in the marketing approach used by these

firms in their home market and in America included breadth

of product line offered, frequency of new product intro—

duction, the advertising appeals used, organization and

management of the sales force, pricing, length of distri-

bution channels, and the post-transactional services of-

fered. Generally speaking, when their product lines were

exported to America, fewer new products were introduced:

advertising focused on selective demand cultivation; and

the key sales management problem involved finding, attract-

ing, and hiring men (contrasted with the lifetime employ-

ment system in Japan). Pricing was viewed as a much

stronger competitive weapon for the American market than

in the home market. Channels in America were longer and
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more post-transactional services were offered in America

than in Japan.

The respondents noted the following factors as of

critical importance for marketing success in America:

to promote its products as superior and better, to develop

new products, to organize a sales force that will push

their products, and to establish dealer—distributor net-

works.

Generally speaking, they viewed demand cultivation

and distribution problems more important in America than

in Japan.
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PREFACE

The underlying motivation for this work has arisen

from my personal conviction that marketing, as a mature

discipline, requires an extension toward international

dimension, including its cross—cultural applications.

However, the definite commitment to the content of this

dissertation has come about from my educational and pro-

fessional training in Japan, as well as my academic

experiences at Michigan State University.

In conducting this research, it has been difficult

to extricate myself from certain emotional attachments to

the subject of this study because of my relatively inti-

mate knowledge of Japanese industry. But care has been

exercised to keep the magnitude of this study within a

positive, scientific frame.

It is my personal conviction that the field of

marketing can benefit substantially from the concepts and

applications of ecology. Its contributions toward cross-

cultural studies in international marketing seem quite

significant.
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CHAPTER I

THE PURPOSE AND SCOPE OF THIS STUDY

Introduction
 

Although relatively little known, the total trade

between the United States and Japan has steadily increased

over the last decade. In 1964, the volume of this two-way

trade stood at a record $3.65 billion (U. S. eXports to

Japan amounted to $1.76 billion), exceeding the previous

peak volume of trade in 1963 by 15 per cent. Today, Japan

is the largest overseas customer for U. S. goods, and

America stands as the largest single overseas customer for

Japan's export goods.

As a result of such expansion of trade, the activities

of Japanese manufacturing firms in America have become com-

plex and diversified in recent years. Within the framework

of a free enterprise system and democratic political insti-

tuitions, Japan's industrial development has become an

example to the rest of Asia and the entire world. This

achievement has generated a myriad of economic relations

based on the principle of free trade and reciprocity be-

tween the United States and Japan.



This study is concerned with the entry of Japanese

business interests in America, and in particular, with the

activities of manufacturers. In 1965, imports from Japan

advanced from $1.8 billion to $2.4 billion, the largest

percentage gain among the major suppliers to the U. 8.1

Japanese goods reach United States markets through a

diversity of channels. However,the present study is re-

stricted to U. S. based Japanese manufacturers. The

American operations of these Japanese manufacturing firms

are the main subject of this study.

Initial Research Concept
 

In spite of an accelerated research interest in the

operations of American firms abroad, there has been less

emphasis on the activities of foreign firms in the United

States.2 In particular, very little has been published

concerning the activities of Japanese manufacturing firms

in the United States. This is partly due to the language

problems involved in a definitive survey and analysis.

Moreover, the time and expense involved in such studies

invariably limit the scope of actual field research to the

 

1Council Report No. 14 (Washington: United States-

Japan Trade Council, 1966), which was based on the U. S.

Bureau of the Census, FT950-I.

 

2This point is introduced by Jean-Luc Rocour in

"Management of European Corporate Subsidiaries in the

United States" (unpublished Ph.D. dissertation, Cornell

University, 1963).

As can be inferred from the title, this study deals

with the problems of general areas of management concern-

ing subsidiaries of European corporations excluding sales

offices.



immediate problems or the specific subjects which seem to

yield quick practical results.

The initial exploratory work for this project con-

sisted chiefly of personal interviews with Japanese business-

men in the New York area. The purpose of these interviews

was to identify (1) the marketing obstacles and problems

which are unique to America and call for special adjust-

ments on the part of Japanese business, (2) the background

of the Japanese executives and their views of personnel

practices and organizational problems associated with

operating in the United States, and (3) the marketing

strategies used in doing business in the United States.

In order to supplement the above exploratory findings

and to obtain an overview of Japanese business activities,

extensive personal interviews were conducted at the same

time with officials of the Japanese Chamber of Commerce,

General Consulate of Japan, and Japan Trade Center, all of

New York, and U. S.~Japan Trade Council in Washington,'

D. C. The initial investigation was conducted in the New

York area over a period of three weeks in the summer of

1964 followed by correspondence with the principals in

these organizations.

Out of this field inVestigation, which also re-

vealed the sources for additional information needed for

analysis, an overview of the marketing management activities

of Japanese firms in the United States emerged. There were

about 120 Japanese manufacturing firms with permanent staff



members stationed in the New York City metropolitan area.

Their mode of operations ranged from a representative or

a liason office to a subsidiary American corporation having

sales offices and assembly plants. A representative office

was typically staffed by a couple of Japanese executives,

while a subsidiary sales organization employed as many as

190 local people under the direction of Japanese marketing

executives. In total, about 1,600 Japanese business execu-

tives were stationed in the New York area, of which about

450 represented manufacturing firms and about 850 worked

for Japanese trading firms.

Conclusions from the Initial Research
 

After analyzing the results of the initial research,

some tentative conclusions were reached. First, any

definitive study of operations, plans, and marketing

activities of Japanese manufacturing firms operating in

the United States must start from a compilation of de—

scriptive case histories of selected firms. Although such

case reports can be useful in providing foundation and

direction for future research, their value is limited,

because of the dynamic nature of company activities.

The rate of change and transformation in their activities

was judged large, as evidenced in the selected case his—

tories of some industries and firms studied.

Second, an analysis of the quantitative data to aid

in understanding the industrial structure, problems and



trends in Japanese business activities in America is neces—

sary. There exist detailed quantitative data covering

Japanese activities chiefly from the Customs Bureau, trade

associations and industry surveys; however, there are

serious limitations. The most serious limitation is the

rapid change taking place in the industry structure itself.

The increase in inter—industry competition and diversifi—

cation in marketing activities make any case studies of

selected industries operationally difficult and of limited

value over time for comparative purposes. In addition,

this approach inadequately reflects the role of entre-

preneurship and the "people" factors involved in the

problem.

Third, any meaningful analysis must, in addition to

industrial descriptions of the functions and problems of

marketing management activities on the part of Japanese

manufacturing firms, include studies of the group decision

making practices, the lifetime employment system, and

other unique, traditional features of Japanese business,

as well as other cultural differences and influences which

confront Japanese executives in marketing planning and

decision making. This is necessary to give depth and

meaning to the analysis.

In conclusion, the most meaningful approach to

studying the problem is a study of the adaptation of

marketing strategies by Japanese manufacturing firms



operating in the U. S. This is the most productive ap-

proach for analysis because of the degree of universality

involved in conceptualizing the problem itself. But this

requires the formulation of proper objectives of study,

and the creation of adequate methods of investigation.

Objectives
 

It is well recognized that there exists a marked

cultural difference between Japan and the United States

(East and West). The latent and broad objective of this

study is to determine the relative interaction and impact

of such diverse cultures in the business environment of

the United States.3 Many writers have already explored

the unique characteristics of Japanese managerial phi—

losophy. Also, there are a number of comparative studies

dealing with the Japanese managerial and marketing system.

These all provide useful background material but do not

necessarily deal with the interaction and impact of the

different cultures. From patterns of adaptation to be

observed among the establishments of the Japanese manu-

facturing firms,many ecological analyses and tentative

conclusions may be drawn.

Pragmatically speaking, however, the marketing

manager's main concern is the successful performance of

 

3A3 a descriptive concept, here culture denotes

modes of historically derived modalities of behavior,

explicit and implicit; as defined by Clyde Kluckholm

(ed.) in Culture and Behavior (New York: The Free

Press, 1962), p. 66.

 



his duties and tasks. A Japanese marketing executive

in the United States faces essentially the same problems

that he faces in Japan,with one added complication. There

is a difference in the way in which he achieves success in

the United States. He must adjust the firm's efforts to

the business environment in the United States. Adaptive

behavior is necessary if he is to manage his firm in a way

that it survives, grows and generates profits. Through

such a process of adjustment the interaction and impact of

the different cultures may be inferred.

A useful approach to use is an ecological viewl4 re-

flecting interaction between the firm and the environment.

This approach is necessarily interdisciplinary in nature.

Inferentially, analysis of marketing strategies indicates

the kind of adaptations made. The planning of marketing

strategy and the decisions involved identify the process

by which adaptation is made to another culture. Although

decisions on total marketing strategy are broad, the de-

cisions on each mix ingredient are more specific. There-

fore, by contrasting the differences in the strategies

 

“As an approach, the application of ecology to cer—

tain aspects of human social and cultural life can be

seen in Julian Steward, Theory of Cultural Change (Urbana,

111.: University of Illinois Press, 1955), PP. 30-42.

Also in a general way, the ecological approach was

used to analyze the processes of social and agricultural

change, as well as the interpretations of economic history

of Indonesia, by Clifford Gertz in Agricultural Involution;

 

 

The Process of Ecological Change in Indonesia (Berkley and

Los Angeles: University of California Press, 1963).



perceived and adOpted by the Japanese marketing managers

in the United States and Japan, a summary of adaptive be—

havior by Japanese marketing executives to the United States

environment is obtained. Such an analysis points up problem

areas of adaptation and thus provides a basis for predicting

the consequences of marketing decisions made by Japanese

executives in the United States. This is the key reason

for the study.

In conclusion, marketing strategies of Japanese firms

operating in the United States will be analyzed with a dual

perspective. First, an analysis will be made of the sys-

tematic, ecological adaptation to the United States business

environment. Second, analysis will be made of the reasons

for making different marketing decisions other than those

that would be made in Japan.

The Methods and Models Used
 

This study is based on primary data obtained through

personal interviews and mail questionnaires from Japanese

executives engaged in marketing activities in the United

States.

Some reliance is based on secondary sources, such

as magazines and journal articles in both English and

Japanese. This is a productive approach in that it can

provide additional facts and proper perspectives for

interpreting the primary data.



The methods used are a combination of case analyses,

behavioral analysis and industry studies. It is an eXplora—

tory investigation of a relatively new subject matter.

To add structure to the methods used, two models are

employed as the basic frame of reference and analysis.

First, the concept of organized behavior systems is used

for analysis of the overall problems which Japanese manu-

facturing firms face in America. This model as developed

by Alderson, explains the evolution, dynamics and oper—

ational adjustment of market organizations to their environ-

5
ment. In discussing and developing his functionalist ap-

proach to marketing theory, Alderson not only covers the

subject of the market organization's ecological adjustment

to its environment, but also provides a systematic and

generalized picture of the marketing environment from an

interdisciplinary perspective. Alderson has stated:

". studying marketing in an ecological framework opens

the way for considering a variety of interactions, includ-

ing the prevailing combination of competition and cooper-

ation."6

 

5Wroe Alderson, Marketing Behavior and Executive

Action (Homewood, I11.: Richard D. Irwin, Inc., 1957).

Also, see Chapter 13, "A Normative Theory of

Marketing Systems," in Wroe Alderson, Dynamic Marketing

Behavior (Homewood, I11.: Richard D. Irwin, Inc., 1965),

pp. 301—321, for further elaboration of this approach.

6Ibid., p. 370.
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Second, the matrix model for marketing planning as

developed by Crissy and Kaplan is used for analysis of

marketing strategy.7 This model provides a comprehensive

coverage of the ingredients which form the basis of market-

ing strategy. The ingredients are divided into four major

groups or mixes, each composed of sub-mixes. These four

major mixes are: (l) customer-prospect, (2) product-

service, (3) marketing-promotion, and (4) channel—distri-

bution. This division helps to reduce the multivariate

marketing planning process to a series of four sequential,

interactive steps. These writers center the analysis

around four basic questions to be answered in sequence:

1. Who are our customers? Whom do we wish to have

as customers?

2. What needs and wants of theirs are we now

satisfying? What needs and wants of theirs

do we wish to satisfy?

3. What demand-creating forces are we now using?

What demand-creating forces should we be using?

4. What methods or channels of distribution are we

currently using? What methods or channels of

distribution should we be using?

 

7William J. E. Crissy and R. M. Kaplan, "Matrix

Models for Marketing Planning," Business Topics, XII

(Summer, 1963), pp. 48-66.

8

 

Ibid., p. 48.
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Major Hypotheses
 

Two main hypotheses are used to limit the scope of

the study and facilitate the analysis. They are primarily

"identifying" type hypotheses derived a priori from the

overall theoretical perspective upon which this study

rests.

I. There are identifiable characteristics and

patterns of adaptation in the behavior of the Japanese

manufacturing firms that operate in the United States.

These premises underly Hypothesis I: (1) Human and

organizational behavior is functional, although it may be

subject to conflict or ambivalence. (2) Such behavior

must be interpreted within context in which it occurs.

(3) Such behavior tends toward a state of maximal inte-

gration or internal consistency (homeostasis).9

II. The successful adaptation on the part of the

Japanese manufacturing firms is dependent on the selective

use of marketing strategies.

The main concern in testing Hypothesis II is the

extent of external adjustment as observed from identifiable

pattern variation in the marketing strategies employed.

Here we are mainly concerned with the specific modifi—

cations in marketing strategies in the U. S. marked con-

trasted with strategies employed in the Japanese market.

 

9Kluckholm, op. cit., p. 260. According to him,

such theories are accepted by anthropology, psychiatry,

psychology, and learning theory.
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Limitations to the Study
 

The limitations of this study are of two types.

First, certain assumptions have been made in structuring

the entire study. Second, there are methodological

limitations as well. Some of the assumptions made

follow:

First, it is assumed that,if the Japanese execu-

tives in the United States could shed their cultural back-

ground,they would operate as their U. S. counterparts.

Differences in behavior are inferentially caused by

difference in cultural background. On the other hand,

it may be argued that the differences in behavior are a

result of size differences or stage of development in the

U. S. business environment. Since most Japanese firms

operating in the U. S. may be considered in the pioneering

stage, it is impossible to determine the influence of

stage of market life cycle. Likewise there is not a wide

enough array of different size operations to test the size

variable as a possible cause for behavior differences.

Second, it is assumed possible to apply models

developed in the United States to other cultural settings.

Although care must be exercised in the selection of models

to insure their universality in depicting business behavior,

the two models selected for this study are broadly enough

conceived to have universal application.

Methodological limitations were present. First, the

sample size for marketing strategy analysis (67 firms from
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a total of approximately 150) was smaller than hoped for.

There was such a variety of operational differences among

the respondent firms that it was impossible to apply uni-

form statistical analyses to the data. Similar limitations

existed for the mail questionnaire with returns from about

121 establishments of the population of 220.

Second, all personal interviews were with companies

in the New York area. The Los Angeles area companies were

contacted by mail questionnaire. Consequently, there was

no way to insure comparability of the data. English

language was used in the mail questionnaire and Japanese

in the personal interviews.

Third, the need to clarify marketing strategies made

it necessary to draw up a highly structured and detailed

questionnaire, which could also be used for personal inter—

views. However, the actual modes of operations and market-

ing activities differed so much from one firm to another

firm that their operational characteristics could not be

so neatly condensed in a pre-coded and highly structured

questionnaire. To supplement this lack of data, additional

interviews, journal and magazine articles, and company publi—

cations, brochures and pamphlets were used as sources of

information.



CHAPTER II

THE STRUCTURE OF JAPANESE BUSINESS

IN THE UNITED STATES

Trade Relations
 

Between the United States and Japan, a vast network

of economic ties has grown up through trading over the

years. Since the days of Commodore Perry's "black ships"

and the ending of Japan's isolation by the treaty of

Kanagawa on March 31, 1854, the trade has traditionally

played a key role in the history of U. S.-Japan relation-

ships.1

In terms of merchandise flow, U. S. trade with

Japan during 1964 reached a record—breaking amount.2 In

1964, U. S. exports to Japan amounted to $1,893 million

and imports from Japan totaled $1,763 million. This amount

of the total imports in 1964 of Japanese goods to this

country actually represented as much as 28 per cent of

 

1For a detailed and comprehensive analysis of the

U. S.-Japan trade, the best source is Warren S. Hunsberger,

Japan and the United States in World Trade, Council on

Foreign Relations (New York: Harper & Row, 1964).

2See Table 2-1 on page 15.
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Japan's total trade exports for that year.3 Moreover, the

amount of imports from Japan nearly doubled in the five-

year period 1959—1964.“

This close trade relation has existed most of the

time since the Meiji era, when Japan's modernization

started. The Japanese began keeping trade statistics in

1873,and the United States' share of Japanese exports and

imports by decades has been as set forth in Table 2-2.

Concerning the more recent trade relationship,

Japan's exports to the United States steadily increased

during the past decade of 1954-1964. In this ten-year

period, Japan's exports to the United States jumped to

$1,842 million from $283 million in 1954. During the

three-year period of 1962-1964, the U. S. share of

Japanese exports stayed around 28 per cent, while Japan's

total imports increased significantly each year. For

details, see Table 2-3.

As seen in Table 2—3, America bought more than a

quarter of Japan's exports each year during the 1954—1964

period. Hence the importance of U. S. trade as seen by

the Japanese needs no further documentation.

At the same time, the share of U. S. imports of

Japanese goods in the total U. S. imports also increased

remarkably in recent years. It was 8.3 per cent in 1962,

 

3See Table 2—3 on page 17.

“See Table 2-2 on page 17.



17

TABLE 2-2.--The U. S. share in percentage of Japan's

tradea (by decades, 1873 to 1960).

 

The U. S. Share Of The U. S. Share 0f

 

Decade Total Japanese Exports Total Japanese Imports

1873-1880 30.2 6.6

1881-1890 37.6 8.8

1891-1900 31.5 13.5

1901-1910 29.2 15.5

1911-1920 28.0 26.8

1921-1930 35.0 23.7

1931-1940 15.2 25.0

1945-1950 22.6 65.5

1951-1960 22.8 34.2

 

aWarren S. Hunsberger, Japan and the United States

in World Trade (New York: Harper & Row, 1964), p. 241.

TABLE 2-3.--Comparison of Japan's total exports and exports

to the United States, percentage share, 1954 to 1964a (in

millions of dollars).

 

Japan's Total Exports to the Percentage Share

 

 

Year Exports U. S.

(A) (B) (B/A x 100)

Million Million Per Cent

1954 $1,629 $283 17.4

1955 2,011 456 22.7

1956 2,501 550 22.0

1957 2,858 604 21.1

1958 2,877 690 23.9

1959 3,455 1,047 30.3

1960 4,055 1,102 37.2

1961 4,236 1,067 25.2

1962 4,916 1,400 28.5

1963 5,452 1,507 27.6

1964 6,673 1,842 27.6

aEconomic Section, General Consulate of Japan, New

York. Japanese Ministry of Finance, Customs Clearance

Basis.
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increased to 8.7 per cent in 1963, and again jumped to

9.5 per cent in 1964, while total U. S. imports also

significantly increased. This again signifies the impor—

tance to the United States of trade with Japan. For more

details, see the following Table 2—4.

TABLE 2-4.--U. S. total imports and imports from Japan,

1954 to 1964a (in millions of dollars).

 

 

Total U. S. Imports From Percentage Share of

Year Imports Japan Imports From Japan

(A) (B) (B/A x 100)

Million Million Per Cent

1954 $10,292 $279 2.7

1955 11,491 432 3.8

1956 12,774 558 4.4

1957 13,255 601 4.5

1958 13,255 671 5.1

1959 15,628 1,029 6.6

1960 15,017 1,149 7.7

1961 14,713 1,055 7.2

1962 16,396 1,358 8.3

1963 17,161 1,497 8.7

1964 18,685 1,769 9.5

 

aEconomic Section, General Consulate of Japan, New

York. Based on U. S. Department of Commerce Data, on

Customs Clearance Basis.

U. S. Imports from Japan

by Commodity Typeb

 

 

The United States buys a great variety of commodities

from Japan. Through 1963 and 1964, two salient developments

 

5Explanations in this section are based on the source

material of Table 2-5.
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characterized the commodity pattern of U. S. imports from

Japan. First, the traditional Japanese merchandise such

as textiles, clothing, footwear, and frozen fish declined

from previous years. Second, a new variety of products of

rising industries registered conspicuous increases since

1962, as observed in such products as iron and steel,

metal products, television sets, automobiles, motorcycles,

tape recorders and chemicals. For details, see Tables

2-5 and 2-6 in the following pages.

To illustrate, iron and steel products rose from

$123 million in 1962 to $204 million in 1963, an increase

of 66 per cent. Moreover, iron and steel imports again

rose to $274 in 1964, a further increase of 34 per cent

over 1963 figures. Compared to these figures, textiles

and apparel (raw silk excluded) fell from $276 million in

1962 to $236 million in 1963, a decrease of 5 per cent.

This shift in the mix of Japanese products imported

is also illustrated by the machinery and transport equip-

ment imports of $357 million in 1964, which represented

20 per cent of the year's total U. S. imports from Japan.

Also in 1964, non-electrical machinery, which included

antifriction bearings, sewing machines, and typewriters

registered greater relative gains than the electrical

machinery category.

In the transport equipment field, motorcycles gained

a sharp 75 per cent after an increase of 100 per cent the
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TABLE 2—6.--U. S. imports from Japan, 1963 and 1964, by selected commodity

(value in thousands of dollars, f.o.b.)

 _____ _ -4

     

__,_—.. _..-_—'_'__'T. .— _4_‘_..

 

 

Selected Commodity Type by Section Annual Annual Value Percent

and Selected Commodity 1963 1964 Change Change

0. Food & Live Animals ’7,497 95 955 + 8,458 +

Tuna, Fresh 8 Simply Preserved 17,717 25,624 + 7,911 + 44,

Tuna, Canned 21,091 20,193 - 001 —

 

  

 

 

 

 

Mandarin Oranges, Canned 9,287 10,798 + 1,511 + 16.

1. Beverages 8 Tobacco 717‘!1 929 + 225 + 32.

5. the"icals 33,'?4 35,141 + 3,493 + 16.

Organic Chemicals 8,863 12,239 + 3,376 + 3?

Inorganic Chemicals 12,350 14,201 + 1,851 + 1:

Plastic Materials 2,696 7,058 + 4,362 +161

6. Manufactured Goods Classified .

Chiefly By Materials 665,17‘ 755,128 +89,957 + 1

Wood and Cork Products _

(except furniture) 74,253 66,993 - 7,375 -

Textile Goods (except apparel) 160,740 174,490 +13,750 +

Non-Metallic Mineral ,

Manufactures 86,670 97,5’“ +11,208 + 1

Iron and Steel 204,294 273,9"8 +69,694 + 32

Non-Ferrous Metals 15,990 23,?‘9 + 6,109 + 3

Metal Manufactures, n.e.s. 95,644 105,964 +10,150 + 1;

7. Machinery & Transp rt Equipment 260,050 357,075 +97,0.5 + 3

Machinery, Mon-Electrical 45,132 68,879 +23,747 + 5

Electrical Machinery, Apparatus

1 Appliances 175, 16 214,136 +39,020 + 22.

Transport Equipment 39,"72 74,660 +34,258 + 86

8. Miscellaneous Manufactured

Articles 369,299 449,337 +80z043 + 21.

Clothing (except fur) 106,971b 113,413 + 6,442 +

Footwear 45,170 “0,305 + 2,195 +

Scientific, Medical, Optical

Measuring Instruments and

Apparatus 44,485 5* 158 +13,673 + 30.

Musical Instruments, Sound

Recorders, and Reproducers 37,524 56,844 +19,320 + 5

Toys, Games, and Sporting _ b b

Goods 63,143 66,710 + 3,562 +

4
1
)

\
fl

O
D
O
F
—
J

O
\
\
O

:
f
W
k
U

7
"
K
O

 

aSame source as Table 2—5.

bRevised to reflect reclassification of "baseball gloves and mitts" from

"toys, games, and sporting goods" (SITC Group 894) to "Clothing" (SITC Group

841) effective with 1964 data.
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previous year. Automobiles registered $15 million in 1964,

indicating an increase of 125 per cent over 1963.

One way to explain this shift in product mix toward

heavy industrial goods is to analyze the percentage contri-

bution by the top five commodity groups to the total U. S.

imports from Japan. By finding the share of the top five

commodity groups and then studying which commodity groups

are included in the list, an overall pattern of such a

shift becomes manifest.

In the most recent two-year period, 1962-1964, as

much as 37 per cent of all U. S. imports from Japan was

classified as steel mill products, an increase of 11.7

per cent over the previous two-year period figure of 24.3

per cent during 1960—1962. Next on the list was road

motor vehicles with 10 per cent share, but this group

did not even appear on the list in the previous period.

Electrical machinery and apparatus was the top commodity

with a 31.5 per cent share during 1960-1962 period, but

declined to 8.4 per cent in the following two-year period.

Wood, wool, or cotton manufacturers, which occupied

important shares from 1954 to 1962, did not appear on the

1962-1964 period list. Instead, there appeared in the

fifth place, with a share of 3.9 per cent, scientific,

medical, optical, measuring and controlling equipment and

apparatus. This is but one example of the shift in pro-

duct mix. For details, see Table 2-7.
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Another way to clarify the greater sophistication of

Japanese manufactured goods imported by the United States

is by the analysis of heavy industrial and chemical goods

in the total imports. Since the trade volume had expanded

consistently in recent years, the increasing share of

heavy industrial and chemical goods definitely reflected

the heavy industrialization of Japanese industry and the

degree of competitiveness in such goods. In 1964 almost

50 per cent of U. S. imports from Japan were under this

category, while in 1961 it was about 35 per cent. This

share had been continuously going up, as seen in Table

2-8, while the heavy industrial and chemical products in

U. S. total imports stayed constant, at about 27 per cent.

TABLE 2-8.--Share of heavy industrial and chemical productsa

in U. S. total imports from Japan,l959-1964.b

 

Share of Heavy Industrial Share of Heavy Industrial

 

Year & Chemical Products In & Chemical Products In

U. S. Total Imports Imports from Japan

1959 27.5% 30.6%

1960 24.8 32.0

1961 26.2 34.5

1962 26.2 38.1

1963 26.6 43.9

1964 —- 48.7

 

aHeavy Industrial and Chemical Products category here

includes the following: Chemicals, Iron & Steel Mill Pro-

ducts, Nonferrous Base Metals, Pig Iron & Other Metals,

Machinery & Transport Equipment, Scientific & Photographic

Apparatus, and Watch & Clock.

bCompiled from Overseas Business Reports and from

U. S.-Japan Trade Council Reports by the research division

of Japan Trade Center, New York.
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U. S. Imports from Japan by Major Customs

Districts and Areas0

Japanese goods come to the United States through

different ports of entry. According to an analysis by

U. S.—Japan Trade Council in Washington, D. C. (Trade

Analysis Report, Council Report No. 29, April 19, 1965),

the ports on the West Coast, the Great Lakes, and the

Gulf of Mexico were handling an increasing share of the

U. S. import trade, both in total and from Japan, while

the relative role of New York was slightly diminishing.

Imports through New York, the largest port for

handling American imports from the world and from Japan,

had not grown in pace with the total import growth. Its

share in the total imports slipped from 32.6 per cent in

1962 to 31.6 per cent in 1964.

Through the three-year period of 1962 through 1964,

Japan consistently accounted for about 11 per cent of the

total U. S. imports through New York, but New York's im-

portance to imports from Japan receded from 44.1 per cent

to 37 per cent during the three-year period. West Coast

ports, especially Los Angeles, became more important.

Their share in imports from Japan rose from 31.9 per cent

in 1962 to 33.2 per cent in 1964, accounting for one—

fourth of total U. S. imports from Japan.

During the same period, the Great Lakes ports,

principally Chicago, increased their share in total imports

 

6For details see Tables 2—9 and 10 on the next pages.
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TABLE 2—9.-—U. S. imports and percentage distribution total and from Japan by

regionspl962, 1963, and 1964.a

 

 

 

 

Imports from Imports from Japan's Share

All Countries Japan (B/A x 100)

b (A) (B)

Regions Year

3 Million 5 $ Million S 1

North Atlantic 1962 7,847.5 48.3 699 3 1.7 8

1963 7,991.6 47.0 717.9 48.0 9

1964 8,610.2 46.3 799.0 45.3 9

South Atlantic 1962 948.1 5.8 46 3.5 5

1993 1,071.9 6.3 52.4 3.5 5

1964 1,211.3 6.5 71.0 4.0 6

Gulf Coast 1962 1,268.6 7 8 60.0 4.4 5

1963 1,347.9 7 9 79.0 5.3 6

1964 1,491.1 8 0 102.3 5.8 7

West Coast 1962 1,971 4 12.1 431.2 31.9 22

1963 2,076 7 12.2 489.4 32.8 24

1964 2,364 0 12.7 585.0 33.2 25

Great Lakes 1962 2,682.4 16.5 61.7 4 6 2

1963 2,890.0 17.0 90.4 6 0 3

1964 3,290.0 17.7 131.7 7 5 4

Other 1962 1,116.5 6.9 17.1 1 3 2

1963 1,160.1 6.8 15.0 1 0 1

1964 1,218.6 6.5 17.4 1 0 1

Off Shore 1962 266.3 1.6 25.4 1.9 10

' 1963 299.3 1.8 35.2 2.4 12

1964 339.9 1.8 44.7 2.5 13

Grand Total 1962 16,249.4 160 0 1,3,, 2 100 0 8

1963 17,013.? 100 0 1,494.4 100 0 9

1964 18,599.9 100 0 1,763.4 100 0 9

aAdapted from U. S.-Japan Trade Council Report No. 29, April 19, 1965,

Tables A & B, which are based on U. S. Bureau of the Census data--Tabulations

IA 253 (Report FT 970-1 for 1964); special tabulations for imports from Japan.

bCustoms districts included for each region: N. A.--Mass., R.I.,

N. Y., Philadelphia, Pittsburg, Md.; S.A.--Va., M. C., S. C., 0a., Fla.

Gulf C.-—Mobile, New Orleans, Sabine, Galveston; W. C.—-San Diego, L.A.

S.F., Ore., Wash.; G.L.--ST. Lawrence, Rochester, Buffalo, Duluth, Superior,

Wis., Mich., Chicago, Ind.; Off Shore—-Alaska, Hawaii, Puerto Rico.

0

3

9
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from 16.5 per cent to 17.7 per cent. And imports into

the Great Lakes from Japan increased to 7.5 per cent of

the total imports in 1964, posting a marked gain over

the 1962 figure of only 4.6 per cent.

Japanese Firms and Their Offices in America
 

The number of Japanese firms and their offices in

selected major metropolitan areas, as might be expected,

were closely related to the amount of U. S. imports from

Japan through those Customs Districts which were located

in these metropolitan areas. From Table 2-10, we know

that the top ten largest Customs districts handled nearly

90 per cent of U. S. imports from Japan in 1964. And of

this amount, the majority of imports was handled by the

largest four Customs Districts.

In 1964, the largest four Customs Districts, New

York, Los Angeles, San Francisco, and Chicago, handled

69.1 per cent of all U. S. imports from Japan. And the

percentage distribution of Japanese firms and offices was

very closely related to that of the value of imports

through the metropolitan areas in which they were located.

The number of Japanese firms as taken from the official

lists published by respective Japanese consulates in

these areas definitely correspond to the value of imports

in percentage terms.

For instance, Chicago took 7.8 per cent of the im—

ports from Japan in 1964. Its share of the number of
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Japanese firms was also 7.8 per cent. San Francisco im-

ported $134.4 million in the same year, a share of 11 per

cent of the total,and 53 Japanese firms, a share of 10.2

per cent of the total, were located in that city. Similar

findings exist for New York and Los Angeles for 1963 and

1964.

Looking into the percentage shares of these two

metropolitan areas and the discrepancy in percentage

figures for 195“, it is noted that the discrepancy tended

to widen frbm the 1963 figures.

This reflected the increasing share of Los Angeles

in the value of imports from Japan, especially in road

motor vehicles. Such a trend was not accompanied by an

immediate, corresponding increase in the number of Japanese

firms.

For further details, see Tables 2—11 and 2-12, which

follow.

From Table 2-12, it is observed that the total number

of firms had increased in all the areas in 1964 over 1963,

and that the manufacturers significantly increased in

number of offices in 1964 as compared to 1963.

At this point, it is necessary to single out the

names of those firms which appear in more than one of the

listings of the four metropolitan areas. In order to

simplify the procedure, the number of the firms whose

offices were located either in Los Angeles, San Francisco

or Chicago while also appearing in the New York listing
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was counted. Quite often such firms had their branch type

operations in these areas under the direction of their New

York headquarters. But this was not always the case.

Many companies had their headquarters in Los Angeles or

San Francisco and their branch operations in New York.

By counting out duplicate appearance on the list,

a clearer idea is gained of the absolute number of firms,

as this procedure would eliminate many branch operations.

Admittedly, this is a simplified procedure and no

mention would be made of the firms whose headquarters

were not in New York. However, comparing the percentage

share of branch operations for each area for all the firms

and for the manufacturers, there may appear some interest-

ing patterns in the distribution of such firms.

In all the areas, the ratio of duplicate offices

was lower for the manufacturing firms. This might be

due to the channels of distribution needed for such goods

as compared with those engaged in marketing soft goods or

in reselling. Table 2-13 provides details on the number

and kind of firms having multiple locations.

From the number and type of Japanese firms and

offices in America, several conclusions may be drawn.

First, there was a close relationship between the number

of Japanese establishments in any area and the total

amount of Japanese imports entering the United States

through that area. Second, despite a decrease in the

relative importance of New York in recent years as the
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TABLE 2-13.--Japanese firms and offices in four selected metropolitan areas, their

numbers and type of establishment,revised,1964.

 

Type of Establishment

Revised Numbers and Percentage Distribution

by Metropolitan Areas

 

 

Total New York Los Angeles San Francisco Chicago

Number Number Number Number Number

Percentage Percentage Percentage Percentage Percentage

% % % Z %

Total

Offices 515(100) 295(100) 127(100) 53(100) 40(100)

Duplicate 142( 28) -—-- 76( 60) 39( 74) 27( 68)

Revised 373( 72) 295(100) 51( 40) 14( 26) l3( 32)

Trading Firms

Offices 149 79 33 22 15

Duplicate 49 —- 23 14 12

Revised 100 79 10 8 3

Manufacturers

Offices 211(100) 130(100) 56(100) 10(100) 15(100)

Duplicate 38( 18) ---- 26( 46) 6( 60) 6( 40)

Revised 173( 82) 130(100) 30( 54) 4( 40) 9( 60)

Banks, Securities

and Insurance

Offices 44 25 9 7 3

Duplicate 16 -— 8 6 2

Revised 28 25 l l 1

Transportation

Services ‘

Offices 55 26 13 12 4

Duplicate 27 —- 12 ll 4

Revised 28 2 l l 0

Information Agencies

and Others

Offices 40 23 13 l 3

Duplicate 9 -- 5 l 3

Revised 31 23 8 0 0

Press

Offices 16 2 3 1 --

Duplicate 3 -- 2 1 --

Revised 13 12 1 0 —-

 

aSame source as Table 2—12.
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center of Japanese business activities, it still enjoyed

a dominant role in U. S.-Japan Trade relationship. Third,

the relative importance of Los Angeles was increasing

rapidly. Many automobile, motorcycle, and steel companies

had headquarter offices in this area. The industriali-

zation and the transportation advantage of the area seemed

to be a decisive contributing factor for this pattern of

development.

Fourth, San Francisco's pattern reflected the

region's uniqueness in that it was perhaps closest to

the Japanese-American population concentration in the United

States. Coupled with geographic advantages of the area,

this explained the number of banks, financial organizations,

as well as the existence of the offices of specialized

manufacturing firms such as liquor, cosmetics, furniture

and so on, which partly reflected the particular segments

of Japanese-Americans in the area. Fifth, Chicago ap-

parently was basically an extension of New York operations.

Most manufacturing firms which had offices in New York had

their branch operations in Chicago. The same applied to

the trading firms. But the recent decline in branch type

operations reflected the increasing trend for direct

marketing activities by Japanese manufacturers. Some

specialized steel companies and a few specialized manu—

facturing firms located their offices in Chicago because

of its proximity to the industrial markets in the Mid—

west.
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For purposes of the present study, a more detailed

investigation of New York area offices is included on the

assumption that this area is sufficiently representative

of most Japanese business operations in America,as far as

marketing strategies are concerned, despite the special

characteristics mentioned above.

Trade and Marketing Activities by the

Japanese in the New York Area

As of October 1, 1964, there were 290 Japanese

companies that had establishments in the New York area.

Of these 290, about half represented manufacturing firms.

This was an increase of more than 20 per cent in the number

of establishments as compared to 1963. The number of

Japanese employed by these establishments was 4,218.

These 290 firms in New York for 1964 included six

establishments in New Jersey and one in Pennsylvania,

but almost all were located in New York City. All estab-

lishments which had been set up in the New York area as a

part of the overseas operations of their parent companies

in Japan were included in this list.7

Out of 263 companies listed for 1963, 20 companies

were dropped from the 1964 list because of mergers and the

new standard for listing adopted in 1964. Therefore,the

total number of establishments for 1964 represented a net

increase of 47 establishments, instead of 20, about a 20

 

7According to the criteria used for compilation by

the General Consulate of Japan, New York.
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per cent increase over the previous year figure. This

increase was chiefly due to the opening by nine chemical

firms, eight trading firms, and five transportation and

service establishments.

Of the 263 companies listed, about half (143)

represented the Japanese manufacturing firms. About one-

quarter (79) were trading firms, and the remaining one-

quarter were transportation, service, banking, securities

and insurance firms. By type of establishment, more than

60 per cent of manufacturers had representative offices,

while almost 70 per cent of trading firms were incorporated

under American law. This is because the trading firms en-

gaged in actual sales activities, while many manufacturers

used their representative offices to perform various

functions related to marketing research, engineering re-

search, negotiations for licensing, imports or exports

deals, preparations for joint ventures, and liaison or in—

formation services for their headquarters. However, many

manufacturers, especially about half in machinery industry

(electronics, electrical machinery, and optical equipment),

did engage in actual marketing activities through their

subsidiary American corporations. For details see Tables

2-14 and 2-15 which follow.

There was a change in the number of employees from

1963 to 1964 as seen in Table 2-14. The number increased

from 3,620 to 4,010, an increase of over 10 per cent. Of

this number, trading firms employed almost half (1,819),
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the manufacturing firms employed 1,146, and banks,

seCurities, and insurance companies employed 617.

About half of the regular Japanese staff had their

dependents and families brought over from Japan. The

total number of Japanese regular staff and their families

was 3,868 in 1963 and 4,218 in 1964. Out of local em-

ployees, there were about 350 Japanese,including Japanese-

Americans,employed. This indicates that one out of six

to seven local employees was a Japanese. The total Japanese

employed by Japanese companies in the New York area, there-

fore, was 4,218 for 1964. For details, see Table 2-16,

which follows.

Combining the data given in Tables 2-15 and 2-16,

it is clear that the average size of establishments in

terms of the number of employees was around six in 1964.

Breaking the figure further by kind of establishment, the

average number of Japanese staff was the largest for trad-

ing firms (around 10) and the smallest for the press

agencies (around 2). The figure was larger than the

average for the banks, insurance companies, and trans-

portation and other agencies (around 8). For the Japanese

manufacturing firms, it was considerably below the average,

the figure being four.

For details see Table 2-17.
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Summary and Conclusions
 

l. The activities of the Japanese manufacturing

firms in the United States could best be understood against

the background of the vast economic ties and networks link—

ing both'nations across the span of the Pacific Ocean.

2. From the secondary data, it appeared that most

of the manufacturing firms were engaged in those marketing,

research, and liaison activities which accompanied the in-

flow of Japanese merchandise into the United States.

3. The product mix of American imports from Japan

was changing, with increasing emphasis on heavy and chemical

industrial goods, and the products requiring complex market-

ing efforts.

4. Geographically speaking, most firms were located

in major metropolitan areas. New York had the largest

share of nearly 40 per cent of the American imports handled,

with a correspondingly larger number of establishments.

Together with Los Angeles (close to 20 per cent), San

Francisco (8 per cent) and Chicago (5 per cent), these

four largest metropolitan areas handled almost 70 per cent

of the total U. S. imports from Japan in 1964.

5. There were 130 Japanese manufacturing firms and

their offices in New York, 56 in Los Angeles, 15 in Chicago

and 10 in San Francisco. These figures, in percentage terms,

corresponded closely with the amount of imports from Japan

handled through the respective customs districts in the area.
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However, the relative emphasis of New York seemed to be

declining, with a corresponding increase of emphasis on

Los Angeles and Chicago.

6. Judging from the Japanese manufacturing firms

and their establishments operating in New York, about

half of the firms adopted the American corporation form

and the remainder took a representative or liaison office

arrangement.

7. In New York machinery manufacturers numbered

about 40 per cent of the total establishments operated by

the Japanese manufacturing firms, followed by chemicals

(10 per cent), textiles (10 per cent), shipbuilding (8

per cent) and steel (4 per cent). The machinery manu-

facturers adopted the American corporation form in 43 per

cent of the cases. Almost all chemicals, shipbuilding

and steel firms adopted the representative office form.

However, about a quarter of textile manufacturers used

the American corporation form.

8. The overall trend in the increase of the U. S.

imports of Japanese goods was continuing, with more and

more sophistication of Japanese products and complex

marketing operations.



CHAPTER III

CHARACTERISTICS OF BUSINESS ORGANIZATIONS

AND PRACTICES IN JAPAN

Introduction
 

Japan and the United States share many important

values and in a number of ways, industrially and ideo-

logically, have been moving together. However, Ameri-

cans should also be impressed with the fact that their

business techniques are unavailing unless drastically

modified in the light of the unique, delightful, and

often puzzling Japanese culture . . . Japan offers a

striking case for the American preparing himself for

international trade and industry.

About the uniqueness, many writers have explored the

differences in Japanese managerial philosophies, customs,

and practices and those of America. Implicit or explicit

in such studies are the assumptions that the cultural or

traditional forces influence and make for some unique

characteristics of Japanese business organizations and

their operations.

After observing the Japanese practices in the area

of interpersonal relationships, James G. Abegglen has

 

lDudley L. Miller, "The Honorable Picnic: Doing

Business in Japan," Harvard Business Review, XXXIX, 6

(November-December, 1961): p. 79.
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developed his main thesis that the interpersonal relation-

ships which will be effective in economic activity in a

given country depend on the country's culture.2 According

to him, the principles of business administration are not

absolute--they are relative to the culture of the society.

The social structure of Japanese factories is

inconsistent with practices which Americans believe

basic to the efficient conduct of a business con-

cern. Indeed, if Judged from the viewpoint of the

American business executive, Japanese personnel

principles are inefficient. Yet they are efficient

-—highly efficient. The proof of the pudding is in

the eating.3

In short, in the critical areas of inter-

personal relations and group interaction, in the

definition of the nature of the relationship be-

tween worker and company, and in the way in which

skills and energies are mobilized and directed in

the group, the Japanese factory is a variant of

industrialization from the American factory.

These variations may be seen as deriving essentially

from the differences between the broade social

systems of the United States and Japan.

After studying industrial relations in postwar Japan,

Solomon B. Levine stressed the uniqueness in the pattern of

development of a nation's economic activity. According to

him, the process of industrialization is a crucial factor

that influences this process in an economic system in its

content and form of development.5 However, he admits that

 

2James G. Abegglen, The Japanese Factory (Glencoe,

Illinois: The Free Press, 1958). See Everett E. Hagen's

foreword in page vii.

 

3Ibid. ulbid., p. 10.

5Solomon B. Levine, Industrial Relations in Postwar

.Ia an (Urbana, Illinois: University of Illinois Press,

1958).
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he does not yet possess a well-developed framework for the

purpose of analyzing different systems of industrial re-

lations in differing national settings.

In developing such a general framework, it is of

course possible to take various approaches and methods of

analysis. At the present writing, however, a general,

comprehensive framework which is applicable to Japanese

business organizations and executive behavior has not yet

appeared. Various models have been used in attempts to

gain insight. Some of these models seem to apply to an

extent to business organizations, their operational charac—

teristics, and the recurrent behavior patterns of business

executives. Such investigations have usually been per-

formed by outside observers from the United States. Going

over a sample of managerial literature in Japanese, it has

been found that Japanese businessmen in general have not

even considered that their practices were unique and

different, until they were so informed by American investi-

gators.

Clearly this difference in perception points up a

fundamental problem of social measurement. It is in the

framework developed within the context of the Western (and

especially of the United States) industrialization that the

uniqueness of Japanese business practices comes out. The

three characteristics most often cited are (l) the tradi-

tional features of Japanese business, (2) the lifetime

employment system, and (3) the group decision-making
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practices. They are interrelated characteristics, and will

be presented in their order of appearance with some brief

comments about each.

The Traditional Features of

Japanese Business

 

 

As compared to American business practices, Japanese

practices are generally considered to be more conservative

because of the Japanese tendency to incorporate traditional

aspects of culture into business organizations. Typically,

such an explanation can be found in a government publication

which introduces the characteristics of Japanese management.

According to a Department of Commerce publication, such

characteristics are briefly summarized as follows:

The difference between American and Japanese

concepts and practices is considerably greater than

that between techniques. Japanese businessmen are

considerably more conservative than American business-

men in their approach to management problems, and they

have been much slower in adopting scientific manage-

ment principles and practices.

Utilization of labor is one of the primary

differences. The attitude of Japanese management

toward labor is basically paternalistic despite the

rise of trade unions and the increase in the number

and'scope of labor and social security legislation.

. . . there is a tendency to view the market as

static and to resist innovations and the improvement

of important business management practices such as

inventory control, quality control, and market re-

search.

In business relations it is often found that

the traditional leader-follower relationship and

desire for security and stability translates itself

into narrow areas of responsibility with attendant

centralization of authority. Another outgrowth of

these same traditions is the overstratification in

some sections of Japanese business. These mani-

festations tend to discourage the full exercise of



48

individual initiative and reduce the possibilities

for improved management concepts and practices.

Still another factor hindering the adoption of

scientific management practices is t2e low rate

of mobility of management officials.

In spite of various changes that have taken place

since the publication of this government information, none

would argue against the fundamental tenets of Japanese

managerial practices as summarized in such a quotation.

According to Stanley S. Miller, Japan modernized "not by

throwing over her traditional institutions, but by con-

verting them into elements of strength to create a special

kind of modern economic structure."7 Then he summarizes

the traditional features as follows:

For our purposes, we can emphasize three

aspects of the Japanese system: the full dedication

of the individual to his organization; the non-

competitive nature of relationships between indi-

viduals; and the reliance on inner groups or cliques

to guide the organization. Although these factors

describe the system of management organization

within a business company, they have parallels in

the over-all economic structure of the nation.

To the Western merchant princes and industrial-

ists of the mid-19th century, Japan must have seemed

unlikely ground for free enterprise. The individual

Japanese was caught up in a web of relationships and

mutual responsibilities that did not encourage free-

dom of action. There was little industry, and the

merchant houses had been operating on the margin of

 

6Investment in Japan, Basic Information for United

States Businessmen (Washington, D. C.: Department of

Commerce, U. S. Government Printing Office, 1956), pp.

78-79 0

 

 

7Stanley S. Miller, "Management by Omikoshi,

Traditional Features of Modern Business in Japan,”

Management International, III, No. 1 (January, 1963),

p. 590



49

social respectability as a needed but exploited

class. The vast officialdom had kept society

nearly immobile for two and a half centuries.

All the vigor and pride in achievement derived

from military, not economic institituions./.For

the purpose of simplifying the situation, we will

work with the idea that while Western industrial-

ization has been influenced by the image of the

individual economic adventurer, Japan had placed

the individual in a kind of economic web, in

which he offers loyalty to and is afforded pro-

tection by organizations dedicated to the national

destiny.8

The Lifetime Employment System

The values of the paternalistic family system and

the close interpersonal ties prevalent in Japanese society

have created a uniquely distinct custom in Japanese busi—

ness, namely, the lifetime employment system. According

to this custom, which almost all large Japanese companies

follow, a person is employed by a company for life, whether

he is an assembly line worker or a promising Junior execu-

tive who may later move up into membership in the top

management team.

The successful candidate enters the company and

stays there the rest of his working life and career until

retirement. He cannot be discharged for a mere lack of

competence. On the other hand, he almost never leaves

the company seeking a better position elsewhere in

another company.

 

Ibid.



50

This system is introduced and explained by James

Abegglen in his Japanese Factory as the custom of a life—

time commitment. He explains the custom as follows:

When comparing the social organization of the

factory in Japan and the United States, one differ-

ence is immediately noticed and continues to domi—

nate and represent much of the total difference be-

tween the two systems. .At whatever level of organ-

izations in a Japanese factory, the worker commits

himself on entrance to the company for the remainder

of his working career. The company will not dis-

charge him even temporarily except in the most ex-

treme circumstances. He will not quit the company

for industrial employment elsewhere. He is the

member of the company in a way resembling that in

which persons are members of families, fraternal

organizations, and other intimate and personal

groups in the United States. 9

This rule of a lifetime commitment may not be abso-

lutely as strong as Abegglen points out. Since the mobility

of employees among the companies of medium and small sizes

is fairly high, it may be an overstatement to say that this

is the custom prevalent in all Japanese business. However,

this custom is such a part of Japan's well accepted mana-

gerial and social value system that it sharply restricts

the type of social mobility which is characteristic of

labor and managerial practices in many industrial countries,

particularly those in the United States.

Closely allied with this phenomenon of the lifetime

employment system is the seniority rule. Promotion and

increased remuneration depend almost entirely on time with

‘the company. Thus, the longer an employee stays in a

 

9Abegglen, op. cit., p. 11.
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company, the more he will be paid and consequently the

higher his status will be in that company, holding con-

stant the other factors such as the level of education,

the degree of training and to some extent the industrious-

ness of the employee.

In many companies there is a definite pattern of

promotion and this pattern is usually well understood by

all its employees. If it becomes necessary to promote a

person when there exists no opening, a new position will

be created so that he will be given a new title commen-

surate with his service at the company.

Loyalty, Protection, and Guidance Within the

Business: Within the business company, loyalty

takes the form of a lifetime work commitment that

acts as a kind of basic contract creating the mutual

obligation of employer and employee. Once this

obligation becomes operative, there is a general

effort to avoid the individual performance evalu—

ations and performance-connected pay system that

make an American work environment competitive.

Instead, educational level places the new worker

in his "proper" work category, and seniority fits

him into his "proper" status within that work

category, while group decision—making minimizes

the danger of risk to any individual's reputation

for competence.l0

Group Decision-Making System
 

Americans who look at the organization and

practice of Japanese management always have the

same initial reaction: can this really work?

There is little formal organization, less

delegation of authority and little reliance on

staff work even in the largest firms. Neverthe-

less, Japanese industry has supported a rise in

 

loStanley S. Miller, op. cit., p. 60.
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Gross National Product of 6.5% a year and industrial

production has increased by 12% per annum. Manage-

ment practices which make such growth possible de-

serve attention from all businessmen.

The practices underlying Japanese business

organization are not extensively documented. There

is very little literature on the subject. The

dearth of information is no accident, but is due

to the unwillingness of most Japanese businessmen

to discuss their practices with outsiders. A

Japanese corporation is a private preserve, and

the internal method of operation, in the opinion of

Japanese executives, is of no concern to anybody

outside the establishment. A definitive or detailed

study of Japanese business will be done only when

some tOp Japanese executive analyzes his organ-

ization after his retirement.

In most of the large companies that I dealt

with, strong leadership is equally evident but it

is parceled out along functional lines. The abso-

lute power to make decisions and to give instructions

is clearly vested in a single person in each differ-

ent area of the business, such as the plant manager,

the sales manager, etc. Each of these leaders

possesses specific spheres of authority to the ex-

clusion of all others. In contrast to some American

business practices, the committee form of organization

and "touching bases" before making a decision are al-

most unknown.

Many top managers of medium and large companies

told me that the decision—making process had been

democratized since the end of World War II. Nowa-

days, these managers permit their decisions to be

discussed by their immediate subordinates in their

own departments before such decisions are imple-

mented. Sometimes, but not often, the subordinates'

arguments are considered and the decision reversed.

This free discussion occurs most often in the

marketing area, where Japanese managers have the

least experience. Nevertheless, in all cases the

final decision rests with the top manager.ll

 

11Joseph N. Froomkin, "Management in Perspective:

Management and Organization in Japanese Industry," The

Academy of Management Journal, VII, Number 1 (March,

196“): pp. 71-72.
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Decision-making in Japanese business is highly

centralized. In times of rapid industrial expansion,

decisions have to be reached quickly and then transmitted

and discussed for their operational implications. He

states that:

In order to preserve the dignity of fellow employees,

the communication of policy decisions takes the form

of long and over-polite meetings, during which the

pros and cons are discussed at great length, and the

consensus demanded by the top manager is reached

unanimously. This is achieved by carefully watching

the important persons involved. On balance, this

takes less time than most 'brainstorming' or com-

mittee meeting in the U. S.--except for the rare

decisions which cross departmental lines.l2

Stanley S. Miller is much more articulate on this

subject. He explains that: "Instead of an authoritative

line of responsibility, there seemed at first to be no

locus of responsibility at all in the Japanese organization.

This is a result of group—decision making, a very old and

deep-seated practice in Japan."13 The following quotation

amplifies the point.

In a business setting, this means that the

group does not like to take action without general

endorsement. The principal parties are usually

sought out privately beforehand to sound out their

positions so that the meetings themselves can avoid

embarassing arguments. Strongly held minority

positions can hold up a project for months because

of the unwillingness of the leaders to be accused

of "tyranny of the majority." Furthermore, even

when group consensus is achieved, it may not be a

clear commitment to carry out the project to its

 

l2Ibid.
-——-———

l3Stanley S. Miller, op. cit., p. 65.
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conclusion, but merely an endorsement to go along

one stage further to see what will happen.

The Japanese organization is hierarchial

rather than democratic, in the sense that various

kinds of stratification impose clearly marked

vertical barriers. For example, university

graduates become managers, high school graduates

do not. But within the upper layer there is a

high degree of participation in the councils of

the business, even by the junior men. They may

wait a long time before obtaining official au-

thority, but they can voice their opinions be-

cause the system calls for maximum participation

in a new project.

. . In business decisions that would be

considered in America to be the responsibility of

one department are usually shared by other depart—

ments. For example, in the ringiseido system one

group submits a plan of action in the form of a

report that goes the rounds of all the executives

for approval, and the president may well add his

own seal if enough support has already been ob-

tained, so there are apt to be a lot of private

dinner parties to sound out prior approval on

other projects.

 

. . . A large management organization based

on voting cliques and without clearly defined

centers of responsibility can develop a sense of

mystery as to its future moves. It may attain ob—

jectives, but it will be difficult to evaluate its

position at any one time.

In discussing this situation at a

management seminar, one very able executive de-

scribed the traditional organization in Japan as

"Management by Omikoshi." The omikoshi is the

portable shrine taken out in the streets in

festivals. Two long poles are strapped in parallel

to its base, and it is carried on the shoulders of

perhaps a dozen men. The fun of it is to carry the

shrine, shout "washoi, washoi" in unison, and push

your weight against the weight of the other pole

carriers. The omikoshi makes headway, but in an

enjoyable, rollicking motion from side to side, and

sometimes turns completely around before it can

sway forward again.

 

 

luIbid., pp. 65—66.
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By ringiseido, then, the location of decision centers
 

in Japanese business organization seems to be concealed to

outsiders and difficult to grasp. Thus this traditional

group decision making system is but a reflection of under-

lying organizational structure and the norms of executive

behavior, which are characteristic of Japanese business..

Conceptual Problems Involved in

Such Descriptions

 

 

So far three salient characteristics of Japanese

business organizations and patterns of executive behavior

have been noted: (1) the traditional features, (2) the

lifetime employment system, and (3) the group decision

making system. However, these distinguishing charac-

teristics have been observed by Americans in an American
 

frame 9: reference.
 

It is extremely important for a researcher to be

cognizant of the methodological limitations and problems

involved in cross—cultural investigation. For example,

the cited observations reveal more about how Japanese

practices differ from those in America than what makes

Japanese business "tick."

To be more specific about the limitations: first

of all, the range of data sought cannot be clearly

specified until, antecedently, a model and rationale

are developed. Then the correlated problem of data

collection tools has to be solved. Such tools, deveIOped
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for use in one country, may not be feasible or compatible

for use in another country.

The "action" frame of reference developed and pre-

sented by Talcott Parsons and Edward A. Shils is an

example of such a formulation which is applicable to

values, motives and systems of action.15 Another approach

designed for a comparative analysis of industrial societies

was made by Alex Inkeles.l6 His underlying theory is very

simple: "It is assumed that people have experiences, develop

attitudes, and form values in response to the forces which

their environment creates.".l7 He summarizes his main find-

ings as:

There is substantial evidence, over a wide

attitudinal and experimental range, that perceptions,

opiniOns, and values are systematically ordered in

modern societies. The proportion of people who give

a particular response increases or decreases fairly

regularly as we move up or down the typical status

ladders of occupation, income, education and pres-

tige. These patterns emerge not only in realms

which are obviously closely related to status

pressures but also in areas seemingly far removed.18

 

158ee Part 2 of Talcott Parsons and Edward A.

Shils, The General Theory of Action (Cambridge: Harvard

University Press, 1951).

16Alex Inkeles, "Industrial Man: The Relation of

Status to Experience, Perception, and Value," The American

Journal of Sociology, LXVI, Number 1 (July, 1960), pp.

l-31.

17Ibid., p. 2.

18Ibid., p. 28.
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His findings support the theory that the standard

institutional environments of modern society (what is

commonly called "industrial society") induce standard

patterns of response, despite the countervailing random-

izing effects of persisting traditional patterns of

culture.19

Although his methods of analysis are precise and

his exploratory solution to many operational difficulties

are associated with feasible comparative analysis, Inkeles

himself admits that this is an exploratory study and,as

such,his findings should be accepted with reservation.

There are numerous operational shortcomings to this

ambitious project. Just to name a few: the data are

ambiguous; the usual statistical tests are inapplicable

in most cases; the data are subject to different explan-

ations; the comparability is not completely insured; and

there is not a wide range of economic development and

cultural types included for the comparison.20

It is for these conceptual and theoretical reasons,

coupled with operational differences involved coming from

the language barrier, that,in presenting the uniquely

Japanese characteristics of Japanese business organizations,

a choice must be made in the frame of reference to be used.

At first glance, this seems to be an easy task. But

l9116id., p. 1.

201bid., pp. 30431.
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choosing an already developed vieWpoint does not solve the

problem--because descriptive comparison of practices and

differences in organizational and executive behavior would

end up with superficial enumeration of the differences as

contrasted with those typical of America.

A second limitation: The body of knowledge about

organization structure and dynamics is far from complete.

John A. Howard summarizes the present state of organization

theory:

. there is not one but a number of theories.

There are mathematical theories, the theory of games

and the theory of teams, and those that emphasize the

conflict between individual and organizational goals.

One is a study of communication networks, and one

centers on organizational growth.21

Clearly there is no one best approach. An investi—

gator must either choose among several theories or create

his own,when describing and explaining Japanese business

characteristics.

Whatever approach is taken and whatever model is

formulated,two requirements need to be met.

The first requirement is that such a frame of

reference should be as close to the behavioral theory

of organization as possible, because "the behavioral ap-

proach brings together the central content of most of the

other theories and enriches them."22 The second one is that

 

21John A. Howard, Marketing: Executive and Buyer

Behavior (New York: Columbia University Press, 1963),

p. 13.

22Ibid.
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whatever the approach taken, it should most effectively

clarify organizational and executive behavior in the

Japanese setting.

In this thesis, the viewpoint of ecology will be

the basic stance throughout for the reasons given in

Chapter I. Thus it is in the next chapter that further

elaboration will be made with regard to the three charac-

teristics of Japanese business. Also in the same chapter

an ecological view of Japanese business will be presented,

in order to provide the basis for analyzing the adapt-

ation in marketing strategies.



CHAPTER IV

AN ECOLOGICAL VIEW OF JAPANESE BUSINESS

Why Use the Perspective

of Cultural Ecology?

 

 

Theoretical Considerations
 

The fundamental reason for selecting an ecological

view for the description and analysis of Japanese business

is, of course, its theoretical importance and implication

to marketing.

Pending the more comprehensive formulation of

a general science of human behavior, the available

starting point for the marketing theorist include

economics and cultural ecology. . . . The broader

framework of ecology holds greater promise for the

development of marketing science in both descriptive

and normative terms. . . . The ecology of human

societies is one which recognizes culture change

rather than biological evolution as the major in—

strument of adaptation within the relevant time

span.

As discussed in the last half of the previous chapter,

no one approach is entirely satisfactory for a comparative,

cross-cultural study of Japanese business. However, a

workable frame of analysis had to be chosen. In view of

the widespread acceptance of Alderson's functionalist ap-

proach and model among marketing scholars and practitioners,

 

lAlderson, Dynamic Marketing Behavior, op. cit.,

pp. 302-303.

 

6O
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it was thought that an ecological approach would provide

a basis for a systematic interpretation and analysis.

The approach applies not only to the analysis of the

empirical part of the study but also to the description

of Japanese business as the starting point of the entire

study.

The ecological framework is also useful for develop-

ing the normative aspect of marketing. Thus the compara-

tive aspect of the study is facilitated, namely, Japanese

businesses in Japan vis-a-vis these firms doing business

in America.

. . The ecological perspective offers criteria

for marketing performance which transcend the

limited measures of economic efficiency. Indeed,

marketing ideally connects separate production

centers or operating systems in such a way as to

Optimize the outputs of the whole society. Market-

ing is concerned with the external relations of

individual units or relations of organized behavior

systems. These relations involve that peculiar

amalgam of competition and cooperation which is so

well recognized in ecology and so difficult to

accommodate within the framework of received

economic theory.2

The analysis of the adaptation problems in marketing

strategies of the Japanese manufacturing firms in America

inevitably involves a normative evaluation of their per-

formance. And for that end, the ecological view presents

a comprehensive tool for analysis.

 

Ibid., p. 304.
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The Analytical Advantages
 

Operationally speaking, the ecological framework and

approach possesses a unique advantage in cross—cultural

analysis of adaptation problems. The approach selects

only functionally important variables from a mass of

empirical data. In the ecological approach, only the

salient functional interactions will be extracted from

the empirical data. Such a mode of analysis is called

"cultural ecology" by Steward.3

Steward . . . argues that the degree and kind

of interrelationship is not the same in all aspects

of culture, but varies. He attempts to isolate in

the culture he analyzes certain aspects in which

functional ties with the natural setting are most

explicit, in which the interdependency between

cultural patterns and organism—environment relations

is most apparent and most crucial.

For Steward, those aspects which are closely related

to adaptive processes of organism—environment relations are

termed as the "cultural core" which are separate from "the

rest of the culture." And an ecological analysis becomes

relevant for this "core" alone.

[The cultural core refers to] the constellation of

features which are most closely related to subsistence

activities and economic arrangements. The core in-

cludes such social, political and religious patterns

as are empirically determined to be closely connected

with these arrangements. Innumerable other features

may have greater potential variability because they

are less strongly tied to the core. These latter,

or secondary features, are determined to a greater

 

3Steward, op. cit.

uGeertz, op. cit., pp. 6-7.
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extent by purely cultural-historical factors--by

random innovations or by diffusion--and they give

the appearance of outward distinctiveness to cul-

tures with similar cores. Cultural ecology pays

primary attention to those features which empirical

analysis shows to be most closely involved in the

utilization of environment in culturally prescribed

ways.5

The core features in this study are those variables

which are functionally crucial to the adaptation of

Japanese business in America. The selection of such

functional key variables will reduce the multi-variate

problem to one of workable size and relevance. The en-

tire analysis will be simplified by this approach because

the cultural patterns belonging to the rest will be

omitted from the start.

Just to illustrate the practical benefits from such

an approach, take the basic

adaptation problems. There

dimensions representing two

the United States. And for

variables have to be chosen:

dimensions for this study of

are at least two fundamental

sets of cultures: Japan and

each set, at least three basic

(1) the organized behavior

system (business), (2) the environment (the outside forces

affecting business), and (3) the patterns of interaction

resulting from business-environment relations (the cultural

patterns). If a Japanese business enters the American

environment, there can be enumerated at least three con-

siderations, namely, the characteristics of the firm, the

 

5Steward, op. cit., p. 37.
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American business environment, and the resulting inter-

action. Moreover, any changes on the Japanese side re-

sulting from such interaction must also be analyzed.

Using the ecological view, this functional complexity can

be condensed into a few key variables. Only those func-

tionally important variables relevant to the adaptation

problems will be selected for study. This is the ad—

vantage of this approach.

The Basic Variables Used
 

Only the three basic variables mentioned in the

previous section are used as the frame of analysis. They

will be briefly presented here in order of their appearance

in this study. First, the ecological setting of Japanese

business will follow this section. Those salient forces

of the Japanese environment which affeCt the operation of

Japanese business will be discussed. This serves as an

introduction to the major characteristics of Japanese busi-

ness from an ecological vieWpoint. These characteristics

are conceived as arising from the basic business-environ-

ment interaction. This interaction is presented in two

molar frames of reference, or ideal type concepts: BEE

logic pf industrialization (universal forces based on
 

technological features) and the family system (particu-
 

laristic forces of the traditional features in Japanese

society). These will comprise the remainder of this

chapter.
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The Ecological Setting of

Japanese Business

 

 

Introduction
 

The environmental characteristics of Japan can best

be presented by using as a framework those external, non—

controllable forces which impinge on marketing management

decisions. The following four major forces which affect

marketing management have been selected: (1) natural re-

sources, (2) competitive and economic forces, (3) govern-

mental, legal and international forces, and (4) ethical,

social, and cultural forces.

The justification for taking such a macro view of

the business environment is reflected in current marketing

thought. The following quote is illustrative:

Marketing problems may be viewed as problems arising

from the gratification of human wants and needs. As

such, particular marketing activities become a part

of the more general problems of raising the standard

of living through satisfying the needs of human

beings. Thus the discipline of marketing in this

perspective is seen as an integral component of a

broader science which encompasses man and his cul-

ture. If marketing men accept this fundamental

proposition, then the task of the interdisciplinary

approach becomes clearer. It becomes one of relating

the findings of marketing theory and practice to the

concept of man and his culture as it emerges from

the integrated findings of the behavioral and social

sciences.7

 

6William Lazer and Eugene J. Kelly, "Interdisci-

plinary Contributions to Marketing Management," reprinted

in the same authors' Managerial Marketing: Perspectives

and Viewpoints (Revised edition, Homewood, Illinois,

Richard D. Irwin, 1962), p. 601.

 

 

7Ibid., pp. 604—605.
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Natural Resources
 

Japan is an island country situated at the eastern

coast of the Eurasian Continent. The country has four

main islands and about one thousand small islands, which

cover approximately the same spread of latitude and the

same general range of climate as the East Coast of the

United States. Hokkaido, the northern island, parallels

New England. Tokyo and the central region correspond to

North Carolina. Kyushu, the southern island, parallels

Georgia. The islands of Japan extend for about 1,300

miles from latitudes 30° to 45° N and have a width of

170 miles at the widest point.

The climate of Japan is mild, owing to its location

in the Pacific Ocean. The climate is essentially a mari—

time type, and is generally high in humidity and heavy in

rainfall. The four seasons are very clearly distinguish-

able, with hot, humid summer and relatively dry, cold

winter,alternating with the seasonal trade wind from the

tropical seas and the cold, dry mass of air from Siberia.

 

8
The fundamental stance toward natural resources as

expounded in this section is that of Erich W. Zimmermann

in World Resources and Industries (New York: Harper &

Bros., 1951), which takes a functional approach of triunal

interaction of nature, men, technology or culture.

 

Following Zimmermann's stance, the interpretation

of natural resources here is purposely broader than in

ordinary demographic sense.

Most of Japan's demographic realities and summaries

are based on Edwin O. Reischauer, Japan: Past and Present
 

(Second ed., New York: Alfred A. knopf, 1961) and the

various statistical yearbooks and economic surveys of the

United Nations.
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The land of Japan is very mountainous. Over seventy-

five per cent of its total land area, about 143,000 square

miles, is too rugged for permanent cultivation at the

present time. Only eighteen per cent of the total land

area is used for agriculture and industry.

The mountains have pushed the people to the seas.

.Iapan has a long coastline of 16,214 miles, with countless

The Japanese have tra-ggulfs, bays, bights, and inlets.

Ko iki,ciitionally been the seafaring people of Asia.

tshe oldest recorded history of Japan, illustrates the

Ivealth of the country as essentially deriving from the

toounty of the sea and the bounty of mountains, stressing

tine abundance of the gifts from its seas. Its coastal

sluipping has played a very important role as a means of

tiransportation and communication, while its location had

Ineuje her only contacts with the outside world through the

SE38” until the advent of the air age. Korea, the nearest

neighbor on the continent, is one hundred and ten miles

aAway across the Strait of Korea-~four times as wide as

the Strait of Dover.

With its 96 million people, the average population

CiEE‘Iusity is more than 670 people per square mile. Since

CDrlly less than a seventh of the land is arable, the

13C>Ibulation density per unit of productive land is one of

t3r1€a highest in the world. Japan is also the fifth most

DC>I>ulous country in the world, coming after China, India,

titles U.S.S.R., and the United States. A population of
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ten million makes Tokyo, the capital, the largest city in

the world.

Japanese people are industrious, energetic, and

The level of education in terms of literacy

Her history

volatile.

rate surpasses that of the United States.

of universal compulsory free education dates back to 1872.

(Phe people of Japan are homogeneous in their physical

zappearance and way of thinking. Japan's culture is con-

ssidered to be a derivative of Chinese culture, but her

Ilistory as a centralized nation is one of the oldest in

t he world .

The Japanese language is the only official language,

aJid it is spoken throughout the country with only minor

lxbcal variations in dialect. It is a complex, difficult

ZLaJiguage to master even for a Japanese. However, English

lusts been the accepted language of foreign trade and is

Vvixiely used in commercial circles.

Japan has a very limited underground natural resource

Most of the raw materials used commonly in modern

It has

IDasse.

irlciustries are known to be nonexistent in Japan.

(a JTair amount of low—grade fuel coal, but virtually no

C1er>osit of coking coal exists. Japan's domestic supply

CDf‘ crude oil is very scarce. Even with the newest of

‘tllfia technology for utilizing low grade iron ore, Japan

p0 Ssesses practically no iron ore deposits.

The relative smallness of the country is a crucial

ldilTLiting factor in discovering newer sources of untapped
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natural resources, even with the advancement and innovation

in their utilization. Assuming that various mineral and

other underground resources are randomly buried and scattered

over the globe, Japan's chances of having any are indeed

small because of the smallness of her land areas.

Competitive and Economic Forcesg

The economy is basically one of free enterprise.

IIn a sense, the prewar giants of Zaibatsu were originated

lay the entrepreneurship of their founders who took ad-

xrantage of the spirit of free competition in the tradition

(pf the merchant class of Tokugawa Japan.10 In the course

Cif their development, however, all Zaibatsu benefited

Sllbstantially from official connections with the govern-

National policy afforded them opportunities for

bLlsiness expansion.ll

The Zaibatsu leaders used professional "managers" to

Insant.

CEiIFFy out and administer operational aspects of their daily

business.

 

9The best source material which introduces Japan's

e<2<>nomy is G. C. Allen, Japan's Economic Expansion (London:

R(Dyal Institute of International Affairs, Oxford University

Press, 1965).

10See, for instance, a survey by David Charles Sheldon,

gltigiRise of Merchant Class in Tokugawa Japan (Locust Valley,

IJEEVV York: J. J. Augustin Incorporated, 1958).

 

11This point is clarified in Thomas c. Smith, Political

éétléagnge and Industrial Development in Japan: Government

=533LEL§rprise, 1868 1880 (Stanford, California: Stanford

r1lirversity Press, 1955).

Also see William W. Lockwood (ed.), The State and

€§Si§23gomic Enterprise in Japan (Princeton, New Jersey,

r‘inceton University Press, 1965).
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Personal relations within the business hierarchy

were governed by the Japanese tradition which pre-

scribed absolute loyalty to superiors; but the ex—

tent to which the family members themselves exer-

cised administrative authority varied from Zaibatsu

to Zaibatsu. In Mitsubishi, for instance, the in-

fluence of the Iwasaki family remained very strong.

In Mitsui, on the other hand, control over policy

even before the Restoration had passed mainly to

banto, or managers. But even the greatest of these

banto could expect to retain their positions only

so long as they were successful in promoting the

welfare of the house.

According to Professor K. Noda, the Zaibatsu leaders

Insually dictated the policy and major decisions for diversi-

:fication, acquisition and mergers, but they left the opera-

‘tional decisions entirely to "hired" professional managers

tvho were produced by the educational and training system of

Japan.13

Because of Zaibatsu, the economic concentration in

pxrewar Japan was quite significant. In addition to the

cfild Zaibatsu like Mitsui, Mitsubishi and Sumitomo, new

<Drles ascended to prominency especially in line with Japan's

escpansion into Northeastern China and the resultant

Hlfiglitarization of her economy. Once established, a

13ypical Zaibatsu grew by vertical and horizontal diversi-

f‘-'11.<:2ation through stock holding and interlocking director-

Esliiips. The extent of Zaibatsu control of the economy is

\

12Allen, op. cit., p. 176.

13This and the following remarks about Zaibatsu

J~€351ders are primarily based on Professor Kazuo Noda's

%bticle on Japan's business leaders in Ryutaro Komiya

EEd“), Sengo Nihon No Keizai Seicho (Economic Growth of

PC>53t—War Japan), (Tokyo; Japan: Iwanami Shoten, 1963).
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reflected in the degree of economic concentration in their

hands. At the close of the war, the top ten Zaibatsu held

as much as 35.2 per cent of the total paid-in capital of

all the corporations in Japan. For more details, see

Table 4—1, page 72, and the comments Which follow.

The top ten Zaibatsu held 49 per cent of the com-

bined capital of all the firms in the heavy manufacturing

industry, which included mining, machine tools, ship-

building, and chemicals. Their control was also dominant

in many growth industries where military demands played a

crucial role. Within the economic framework of pre—war

Japan, the relations between Zaibatsu leaders and the

.government or military elites were close, intricate and

<3omplex. Due to the international situation of the time,

txhe personal relationship of this tight oligarchy group

surpassed in importance the economic relations of Zaibatsu

tnulth the actual external market demand. In this setting,

11C: modern marketing based on demand cultivation was re—

calaired. The national needs were the primary concern of

tzlue elite leadership.

As for the organizational control, in many Zaibatsu

the organization man type professional managers had

t3£iken over the reigns of operations and had contributed to

the fixation of bureaucratic business practices by the end

C>1? the Meiji period. In terms of actual control, Mitsui ap-

F>€3£1rs to have had the loosest control system, partly be-

CLElllse of its sheer size and complexity, and partly because
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of its emphasis on decentralized decision-making by Operating

managers. Its control was typically indirect. And it pro-

vided its member corporations much freedom of decision-

making and opportunities for operational initiative. Only

when the expected performance in the form of profits was

not forthcoming, were measures taken to strengthen the

operation by replacing the individuals in charge. Other

Zaibatsu, smaller by comparison, appeared to have exerted

tighter, centralized control.

Regardless of the type of control, the Zaibatsu

operations were largely managed by "professional" managers,

(and the ruling families concerned themselves with policy

and diversification decisions to determine the direction

(pf future growth. Further, their main preoccupation seemed

tn: lie in cooperation with the government and the military

elites of the time.

This organizational setup made the professional

nietnager more of an acutely conservative, security-minded,

and bureaucratized decision—maker chiefly concerned with

zecplxtine operational decisions, rather than an aggressive,

:Lruziovating, and entrepreneurial type- Thus Zaibatsu

t>u=sinessmen tended to assume the posture of civil servants or

government career bureaucrats.lu This explains partially

‘Vlllv' within the competitive, economic structure of Japan,

 

:- 1”This conclusion is adapted from Professor Noda's

r1 I<omiya, op. cit., as mentioned before.
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unique organizational forms reflecting many traditional

features of the society developed.

Finally, it should be underscored thaa outside of

these industrial giants of large Zaibatsu companies and

their descendants,there are countless small and medium-

size enterprises supporting the larger ones. Their share

in production volume is small, but their numbers are

staggeringly large. Most of them are still managed in

the tradition of old family dominance. The degree of

economic concentration is a decisive factor in under-

standing the business behavior in Japan. This peculiar

economic phenomenon of dualism--Zaibatsu and small family-

owned and operated businesses-~is referred to as the

"dual structure" of Japanese business. It affects and

explains the differences in business practices such as

wage, welfare, and hiring policies by size of enterprise.

For our analytical purpose, however, the study of large

firms will suffice simply because of their economic

dominance in Japan. Further,the dual structure in the

economy is gradually disappearing.

Governmental, Legal and International_

Forces

 

Before the war, three elements were the guiding

forces of Japanese society: the military (gumbatsu),

the government bureaucracy (kanbatsu), and the business

oligarchy (zaibatsu). The war eliminated the military

and dissolved Zaibatsu, but the government bureaucracy



75

survived. The role of the Japanese government in her

economic planning is significantly pervasive. By no means

is Japan's a planned economy; but planning has quickly be-

come the chief anchor for social and political stability

in Japan.15

Postwar economic planning in Japan has

gone through several stages. . . . Upon regaining

political sovereignty in 1951, leaders of the

majority conservative party came to believe in the

necessity and practicality of economic planning in

Japan. They were also convinced that planning need

not contradict the principles of a free economy.

They adopted what some have called "indicative"

planning rather than mandatory planning. The

government's suggestions are only advisory, but

nearly everyone takes its advice. There are pro-

longed discussions preceding the adoption of a

plan until every industrial group has had an

opportunity for a full and fair hearing.

. Japan has the fifth largest population

in the world and its people are intelligent and

energetic. History has cast it in a strange new

role in recent years, but one of great promise for

the Orient and the world. They have been willing

to learn from us but they also have much to teach.

Their approach to economic planning is worthy of

our closest consideration.1

It should be emphasized that of the three dominant

elements in Japanese society only the government bu—

reaucracy never suffered any damages as a result of the

war. The task of rehabilitation and economic recon—

struction could not have been accomplished without this

government bureaucracy. The government measures are

unique and its controls are pervasive. Just to illustrate:

 

15Wroe Alderson, "Planning in Japan," Growth and

Profit Planner, Behavior Systems, I, No. 4 (November, 1963),

pp. 344.

16

 

 

Ibid.
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In part, these government measures may take

the form of winks and nods passed along Japan's

extensive "old boy" network. (As Sir Norman Kipping

and Mr. J. R. M. Whitehorn put it, perhaps with

polite understatement, in their excellent report

on Japan to the Federation of British Industries

last year: "The very intimate and manifold con-

nections at all levels between government and

industry are a most important factor in the atti—

tudes and policies of both.") But the government

also has some powerful strings to its bow. They

can include the exemption from corporation tax on

profits from a new product for an initial period,

extraordinary depreciation allowances (which can

-sometimes be very extraordinary indeed), readier

permission to firms in a growth industry to import

technological know-how, as well as a very tight

protection against foreign imports while the in-

fant industry is being built up. And as a most

important point: if domestic demand for these

industries' products grows in the meanwhile, thus

giving them further encouragement to expand, that

willl e regarded as the happiest development of

‘all.

Such a role of the government is well known among

foreign businessmen residing in Japan. Any visiting

American businessman in Japan will eventually notice this

government bureaucracy's "invisible" guide in conducting

business in Japan.

Basically, Japan's legal system is modeled on the

Roman law, not on the common law tradition of Anglo-

American law. Therefore, the laws:are hierarchically and

functionally related and clearly codified, with less

emphasis on the precedents and more emphasis on the spirit

and the reason of law. From an ecological standpoint,

this has a dual implication. First of all, the tradition

 

l7"Consider Japan--I," The Economist, September 1,

1962, p. 793'
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of anti-monopoly regulation is lacking in Japan. Bigness

by itself is not regarded as evil or wrong in business.

The public policy of the government is more concerned

with the problems related to foreign competition and the

effective use of national resources among competing users

than protecting competition within the boundaries of a

traditional,free economy.

Second, the codification of international commerce

law is almost universally accepted. From the standpoint

of the Japanese, this could provide a basis for inter-

national agreements.

In terms of international contacts, the prewar Japan

was geared to the national security of self defense and

the strengthening of its military power through the in-

dustrialization of the country and territories. The

export-import trade was significant, but its vital

importance was limited to the importation of some

strategic materials to strengthen the national power

militarily. The postwar era opened an entirely new per-

spective for Japan's export and import trade. No longer

can Japan sustain herself without her overseas business.

Her survival and growth depends on Japan's customers

overseas and the suppliers of raw materials. To achieve

continuing economic growth, a vigorous effort has been

made to encourage export trades through various pro-

motional measures.
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In general, the government's guidance and regulations

are most strict and tight with regard to foreign trade,

especially imports where hard currencies are used up. The

trend of international trade agreements sharply affects

Japanese business. For instance, the recent overall trend

toward global liberalization of trade has affected Japanese

business drastically. In order to increase Japan's competi—

tiveness in international markets in view of this liberali-

zation, various steps have been taken by the government to

prepare the economy. As a result, the country's economic

structure is undergoing a gradual but decisive structural

change.

Domestically, this phenomenon has been known as self-

imposed "recession" initiated by various governmental mea—

sures of an indirect type. This change seems fundamental

and far—reaching, with many accompanying changes in busi-

ness practices as well, as a staff member of "U. S. News
 

& World Report" in Tokyo reports:
 

Openly and covertly, swiftly and slowly, the

Japanese economy is being overhauled and strength—

ened. Deadwood is being thrown away and fat is

being trimmed off, as Japan prepares herself for

the international big leagues of business. Labor,

production, marketing, sales, financing are all in

a state of flux as old ways are questioned and new

methods introduced.

Hiring practices are being revised with an

eye to employing no more, no fewer employees than

necessary. For example, it currently takes 375

employees to run a venerable, 50,000—barre1-a-day

oil refinery in Yokohama. Down the coast a way,

150 men easily manage a new 100,000—barrel—a—day

installation.
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More stress is being put on quality rather

than quantity of labor, too, with merit beginning

to take precedence over seniority at promotion

times. Younger, more modern-minded executives are

gradually being moved into the middle management

positions and higher. They bring with them n;w

ideas, innovation, improvements in methods.

The mysteries of cost accounting are being

unveiled. Marketing and merchandising techniques

have begun to command respect. Production alone

is no longer paramount.

Regroupings, mergers and cartels are forging

Japanese companies into bigger, stronger competi-

tors. There is tacit admission that governmental

recovery measures have been deliberately minimal

in a ruthless move to permit marginal producers

to go bankrupt.

Survival of the fittest should ultimately

close ranks into two or three giant corporations

predominant in each industry—-ready and able to

take on all comers at home and abroad.18

The purpose of the above quotation is to illustrate

the highly dependent nature of Japanese business upon

international pressure. Because of the functional organ-

izational arrangement, whatever happens in the area of

international trade affects related industries in the

home market in Japan. Moreover, the government measures

and the overall legal environment based on codified laws

seem to encourage the functional streamlining of the busi-

ness structure without any direct government intervention

into business.

 

18"Business Around the World," U. S. News & World

Report, LIX, No. 32 (December 6, 1965), p. 110. (The

article copyrighted by U. 8. News & World Report, 1965.)
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Ethical, Social, and Cultural Forces
 

Ethics refers to the rule of human behavior deemed

right and proper by a given society at a point in time.19

The social and cultural forces which affect business most

are the standards or norms which govern the relations

among individuals, social groups, and the business com-

munity in a given country. In this respect, it has been

said that Japan utilized, in order to achieve rapid in—

dustrialization, an abundance of labor living under com-

pletely traditional standards.2O Although this adherence

to traditional standards slowly changed after the war,

the basic values, or the commonly shared value assumptions,21

still seem to remain basically the same. And this is

especially so in the business world.

Possible explanation of the ready acceptance of

Western technology, including labor-saving innovations

without changing the basic tenets of Japanese life are

many: "(1) a sufficient supply of reasonably educated labor

under existing wage rate, (2) the aggressive use of ”borrowed

technology' from advanced countries, (3) the maintenance of

 

19Eugene J. Kelley, "Marketing and Moral Values in an

Acquisitive Society," reprinted in William Lazer and Eugene

J. Kelley, Managerial Marketing, op. cit., p. 50.
 

20Tsunehiko Watanabe, "Economic Aspects of Dualism

in the Industrial Development of Japan," Economic Develop-

ment and Cultural Change, XII, Number 3 (April, 1965),

p. 294.

21Conforming to the definitional use of the term in

Morris B. Jansen (ed.), Changing Japanese Attitudes Toward

Modernization (Princeton, New Jersey: Princeton University

Press, 1965).
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a relatively high rate of saving, (4) the structure of

relative prices, (5) the socio-economic character of

agriculture and the service industries which were able

to support the labor surplus without destroying the general

level of living standards."22

Aside from the immediate impact of industrialization,

Professor T. Fukutake of the University of Tokyo maintains

that basically the peOple and society of Japan have not

securely established a consciousness of equality of man

and that the pressure of traditional communal life has not

completely lost its force.23 Interpreting the social and

cultural forces from the ecological perspective and the

viewpoint of the organized behavior systema.some generali-

zations about Japanese life seem to be warranted.

First, the homogeneity in physical appearances of

Japanese people extends to the basic values and attitudes

shared commonly by the majority of them. Such cohesiveness

is further augmented by the intensive development of the

mass media,including television and central newspapers

nationally distributed and the high population density,

all of which breed proximity and frequent interaction among

the people.

 

22Watanabe, op. cit.

23Tadashi Fukutake, Man and Society in Japan

(Tokyo, Japan: University of Tokyo Press, 1962).
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Second, the Japanese family system is the foundation

of the ethical, social, and cultural forces in her society.

Until the end of the war, the term "Japanese family system"

was widely used: those Japanese who were at school before

1945 were repeatedly taught the importance of "'the family

system of our country' as the embodiment of all that was

fine and noble in the national tradition, the only suit-

able training ground for patriotic and loyal citizens,

the secret of the moral fibre of the Japanese people, the

core (foundation, pillar, bulwark) of the national polity."2u

Despite changes following the war, the relative importance

of the family system in Japanese life remains essentially

the same.

Third, in the history of Japanese thought, the in—

fluence of the Confucian ethic and Buddhism cannot be over-

looked. The basic tenet of Confucianism with regard to

political theory is that the good State would automatically

result if each individual punctiliously cultivated the

garden of his own family duties.25 Moreover, Buddhism in

Japan emphasizes as the basic philosophy of life man's

harmony with Nature by submitting his "self" and ways of

life to the universal forces of environmental nature.

Man's happiness is in finding his place in the natural

 

2”R. P. Dore, City Life in Japan: A Study of a

Tpkyo Ward (Berkeley and Los Angeles: University of

California Press, 1958), p. 91.

 

 

25Ibid., p. 93.
_—
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arrangements of things, not to be found by altering Nature

by his own endeavor.

Since there exist practically no conflicts within a

family among its members (the role of each family member

is clearly specified by the traditional norms of authority

system), and since it is considered that there does not

exist any inherent conflict between the good State and

the good family, the individual is not regarded as a

political entity in the tradition of western political

thought,which accepts the basic conflicts of interests

between the individual and the state as the inevitable

consequence of man's political life. Needless to repeat,

the Confucian ethic of deference to the elders and the pre-

vailing authority system and the importance of self-

enlightenment aid this individual adjustment process in

the family system.

Also related to the family system, but uniquely

Japanese, is the habit of molding the structure of social

groups on the pattern of the family. This pattern has

developed with a consistency rare in other societies in

such social groups as occupational, educational, recre-

26 Businessational, political, artistic, and criminal ones.

organizations and labor unions are no exception to this

pattern. This point is well summarized:

 

26Ibid., p. 94.
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Despite the advanced stage of industrialization,

the same pattern of authoritarian and paternalistic

management seems to prevail in Japan--largely be-

cause of the social structure which, in prewar

Japan at least, emphasized the unquestioning loyalty

of subordinates to their superiors, as in the

Japanese family.27

The concept of the family system as used here is

more normative than descriptive. From a descriptive stand-

point it is how most people think others used to behave and

everyone used to expect people to behave.28 As a normative

concept it indicates how some people think people ought to

behave today. Variance exists in its application.

A brief description of the family system will aid in

understanding its normative significance. The family is a

continuing entity in which the parent-child relationship

plays a dominant role. Continuation of the family becomes

a moral duty to the:members. This duty assumes a social

character in that the obligation extends to the ancestors

and other associated families, since kinship extends to a

branch or parent stem family.

During the Tokugawa period, families were grouped

into large lineages consisting of a cluster of branch

families called the doozoku. This grouping was a result

of economic dependency among them,arising from the occu—

pational inheritance and physical proximity in a

 

27Frederick Harbison and Charles A. Meyers, Manage-

ment in the Industrial World (New York: McGraw Hill,

1959). pp. 126-127.

28Dore, op. cit., p. 97.
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feudalistic social structure.29 Zaibatsu was a refined

form of this doozoku control of business. Even today,

the designation of the doozoku kaisha (kaisha means company)
 

is used occasionally when referring to large modern cor-

porations with significantly noticeable overtones of con-

servative, paternalistic management practices.

Within this social, cultural pattern of the family

system in Japan, then, how can the individual self be

maintained and enhanced? What is the type of self image

which individuals possess in Japanese culture?

It has often been argued that "the Japanese national

character dictates that her men prefer living in total

harmony with the total system by becoming conformists in

conduct."30 The reasoning is that "in a hierarchical society

inertia and deference to authority (as in the analogy of

the family head to the pattern of the family system)

characterize people's attitude toward life and play a

greater part in determining their conduct than do conscience

l

and rational judgment."3

 

29For the concrete description and the current

status of the Japanese family system, the best summary

is R. P. Dore, Ibid. A more recent empirical investigation

is, however, Ezra F. Vogel, Japan's New Middle Class: The

Salary Man apd His Family in a Tokyo Suburb (Berkeley:

University of California Press, 1963).

 

 

 

3OFukutake, op. cit., p. 12.

3llbid.
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Here it can be seen that there exists a remarkable

parallel with David Riesman's discussion of the American

32
national character of other—directedness. The conformist

attitude of the Japanese resembles the pattern explained

by Riesman as becoming increasingly characteristic of

American people. In the case of Japan, it seems that in-

creasing other-directedness does not conflict with tradi-

tional values of the family system.

Note the following excerpt from Professor T.

Fukutake's remarks about the Japanese national character

and the seeming coincidence with Riesman's observation.

. Men who prefer to life in total harmony are

invariably conformist in conduct. They act in a

certain way because the majority so act. They find

the beaten path the safest way to go, and they

follow it with the crowd. They cannot follow the

dictates of conscience if to do so might isolate

them from the majority. Lacking the spirit to

criticize the effects of inertia, their fear of

isolation is so great that they distrust any

significant change in their general situation.

Such a traditionally conservative character makes

conformity the criterion of conduct, for, in the

face of a new situation, the conservative will

tend to disregard the change and preserve the

existing state of affairs, right or wrong. And

this way of life is further cemented by the order

of society primarily founded on status.33

 

32As expounded in David Riesman in collaboration

with Nathan Glazer and Reuel Denney, The Lonely Crowd:

A Study of the Changinngmerican Character (New Haven:

Yale University Press, 1950) and Faces in the Crowd:

Individual Studies in Character and Politics (New Haven:

Yale University Press, 1952).

 

 

 

33Fukutake, op. cit., pp. 12-13.
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Strangely and paradoxically, this other-directedness

and the obedience to authority with seeming blind con-

servatism as a way to conserve oneself do not conflict

within the Japanese organizational context characterized

by the family system atmosphere.

. . To them (the Japanese people) the best

way of life lies in maintaining the "good manners"

which have been nurtured in them in the atmosphere

of unity which is typical of the isolated community;

that is, in staying within the prescribed limits of

conduct and remaining obedient to authority.

Actions that criticize and resist general trends,

or even more, any attempts to correct the errors

of superiors, are labeled a challenge to order and

are responded to with antipathy and revulsion.

Any initiative toward progress is incompatible with

"morals." The perfect men are those who keep such

initiative under control and behave with propriety

within the prescribed limits of conduct. It cannot

be denied that such "perfect" men were successfully

produced by the education administered under the

Emperor system.

Impact oanapanese Business
 

Introduction
 

The major environmental characteristics previously

discussed plus Japan's historical isolation and peculiar

pattern of economic development have combined to produce

a unique culture, unlike any of the foreign cultures

which she has assimilated over the years. Also, it has

been noted that Japan's industrialization has not signifi-

cantly altered the basic life pattern of the Japanese

people. Rather her economic development has been based

on the utilization of her traditional way of life.

 

Bulbid., p. 14.
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Japan, among the advanced industrial countries,

appears to have retained many of the precapitalistic

features of an earlier period and has managed to

harness many supposedly "feudal" values to the ser-

vice of its economic development.35

Within this overall framework, the characteristics

of the organized behavior systems in Japan seem to be

hierarchically arranged with a heavy overtone of the

values traditional to her family system. Apparently

there exists no sharp demarcation between the private

and public domain of Japanese life. The elements of

both congenial and instrumental behavior coexist even

in social and industrial life, as well as in family life.

The pressures for the liberalization of trade and

the threats of foreign competition are changing the economic

structure of the nation under the overall leadership and

guidance of the government bureaucracy. Despite the fact

of her cultural and geographic isolation, Japan must ex-

port and rely on its international trade to maintain its

economic health. The amount of her natural resources no

longer allows her independent self-sufficiency, although

technological and engineering innovations are converting

more and more of her neutral "nature" into economic re-

sources. From an ecological standpoint, this foreign

competitive pressure is changing the mode of adaptation

on the part of Japanese business and in turn affects the

life patterns of the Japanese as well, gradually but steadily.

 

35Harbison and Meyers, op. cit., p. 124.
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Theoretical Base
 

The introductory materials on the environmental

characteristics of Japan point to the necessity of con-

sidering the two fundamental components of the system:

the environment and the business organizations in it.

These may be referred to in terms of the culture and

the logic of industrialization.

The reason for selecting the term logic of in-

dustrialization is because the discussion of the organism-

environment interaction, with reference to the develop-

ment of modern business organizations, can be explained

by a central concept, industrialization--comparing the

latter with different cultural settings of industrialized

or industrializing nations. This has already been at-

tempted by Harbison and Meyers.36 What they call the

logic of industrialization is explained as:

Industrialization is an almost universal

goal of modern nations. And the industrialization

process has its set of imperatives: things which

all societies must do if they hope to conduct a

successful march to industrialism. This is what

we call the logic of industrialization.37

This term, the logic of industrialization, will be

used as representing the forces which bring about changes

in the ecological arrangement of organized behavior systems

of Japan under the impact of industrialization. The use

of this term, however, is as an ideal type concept. This

 

36Ibid. 37Ibid., p. 117.
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symbolically represents in_pure form the forces which

accompany the process of industrialization.

As an ideal type, the logic of industrialization is

used here as referring to and including such concepts as:

(l) "contractual" relationship among individuals and at-

tending mobility of labor, (2) functional division of

labor based on talent and specialized skills, (3) bu-

reaucratiZation of organization processes, (4) manage-

ment by objectives based on the profit motive, and (5)

the instrumental nature of organized behavior. Such a

usage of the term seems to be warranted from the inter-

pretation of economic development through various stages.

For instance, W. Rostow's attempt to determine the uniform

patterns in:economic development in various industrialized

nations assumes a universal force of industrialization,

because the stages of economic growth must be measured by

certain critical factors of measurement.38

Parallel with this notion of the logic of industriali-

zation, the environment or the culture may also be repre-

sented by an ideal type concept. For this purpose, the

notion of the family system_is judged to be the most

appropriate one because it signifies all the traditional

 

38W. W. Rostow, The Stages of Economic Growth (New

York: Cambridge University Press, 1960), in which Rostow

concludes that there are certain definite stages of

development, each period differentiated from the succeed-

ing stages by some salient characteristics.
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features, both latent and explicit. Further, it is at

the core of Japanese society and represents the basic,

common values of the Japanese people.

By the ideal type concept of the family system,

reference is made to and includes (1) the "status" as the

positioning force of its members, (2) the molding of social

groups in the pattern of the family system, that is, the

spilling-over of status hierarchy into the social milieu

outside of it, (3) the authority system and paternalistic

hierarchy as the basis of human actions, (4) decision-

making by adherence to the traditional norms of behavior

patterns, and (5) the basically congenial nature of or-

ganized behavior.

These two ideal type concepts will be used as molar

reference frames in the next section. The degree and type

of interaction with elements composing them will be

classified and explained. The diagram in Table 4-2 on

the next page sets forth the interrelationships.

In Table 4—2, area (1) is at the top and marked as

international competition. This is conceptually where the

impacts from the logic of industrialization is the strong-

est. The universal and pervasive forces of industriali—

zation serve to unify the world economy through the laws

of competitive advantages based on specialization and

division of labor. Moreover, technology used in economic

development knows no national boundaries set by the
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TABLE 4-2.--The ecological interaction of organized behavior systems in

Japan, based on the logic of industrialization and the family system.a

 

 

 

     

THE BASIC FORCES (Universalistic

REPRESENTED The Logic of Industrialization Forces)

BY THE IDEAL CONCEPT OF THE LOGIC OF INDUSTRIALIZATION

Area (1) International Competition

AL———————————zr --------------------------------------------------fl-----N—

Area (2) Structural Changes in Industrial Organizations

JL...........jk- .................................................. 7\.....:7-

Area (3) The Lifetime Employment System

—‘L------—----/r--------------------------------------------------7r-—--lf—

Area (4) The Group Decision Making System

JL-----------AV-------------------------------------------------- 1r—c-I-d-I‘L-

Area (5) The Traditional Features of Business

JL--+-------7r——————————————————————————————————————————————————1r"""'

Area (6) The Social Life in Japan

THE BASIC FORCES (Particularistic

REPRESENTED The Family System of Japan Forces)
 

BY THE IDEAL CONCEPT OF THE FAMILY SYSTEM OF JAPAN

 

aThe direction of interaction is vertical, corresponding to the

generally vertical, hierarchical arrangements and linkages of Japanese

business organizations. Each behavior system is conceived as an in-

dependent vertically isolated entity, functionally competing or co-

operating with others.

Such a vertical stratification of Japanese society has been charac-

terized as the parallel relations among social groups and also as the

unilateral structure of functional groups by Professor Chie Nakane of

the University of Tokyo, The Institute for Oriental Culture. See, ”An

Analysis of Japanese Social Structure," by Chie Nakane, a paper pre-

sented at the International Management Association of Japan, Program

for Foreign Executives in Japan, lst Session, 1964. Reprinted by

Council for International Progress in Management (USA), Inc. (New York).
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sovereign domain of nation-states, and serves to advance

cross-breeding of innovations and ideas.

In this context, the overall world trend toward the

liberalization of trade is conceived as the ultimate

ecological change taking place. And Japan is no longer

economically isolated from the rest of the world. Her

geographic location and her accessibility by the seas

make Japan close neighbors of many highly industrialized

nations in terms of surface transportation. Despite her

traditional and cultural isolation, the impact of inter-

national trade is changing the complexion of Japanese life.

The hierarchical arrangement of Japanese life based

on her limited resource base and geographic isolation

seems to be changing by the advent of innovative technology,

which is expanding the base for her resources and, in turn,

shrinking the distance with outside world. The dynamism

of intense external competition and pressures imposed by

the logic of industrialization tend to make the orderly,

harmonious ecological arrangement of Japanese organized

behavior systems less adaptive for meeting such challenges

and pressures. The disturbance in one area affects the

equilibrium of the whole and the traditional cohesiveness

of the network creates adaptation problems in order to

restore a balance.

Because of Japan's heavy reliance on international

trade, the changes in the complexion of international

trade sharply affect the industrial structure, which is
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indicated by area (2) in Table 4-2. Because of the po—

litical negotiations and the government regulations re-

garding international trade, the impacts of liberalization

of trade tend to be modified and adjusted. And yet there

has been a steady structural change taking place in Japan's

economy.

In the domestic market, there exist sharp demarcations

among business organizations with each functional area of

specialization tacitly agreed upon and assumed proprietary

by those concerned. There is a concern over the issue of

excessive competition, and a conservative status quo
 

agreement may be observed among traditional firms although

such an agreement is never explicit. However, this speciali-

zation allows and enables entrepreneurs with specialized

skills and foresight to move.in and open new ventures

wherever possible. Thus, it is possible for a growth-

oriented firm to enter new areas through diversification,

both at home and abroad. This tends to keep competition

workable, viable, and vigorous in a uniquely Japanese way.

Such new ventures, which are backed up by a breakthrough

of technological innovations of various types, tend to

affect adversely the traditional arrangement among the

older existing firms.

As for overseas marketing, specialized business

organizations unique to the Japanese environment have

emerged: the Japanese trading companies. The large ones

have a global coverage, including a dominant position in
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domestic wholesaling. These have originated from the

needs_of Zaibatsu oligarchy groups. Many smaller ones

have also appeared to fill specialized needs, especially

after the war. There does exist, however, a trend toward

a greater concentration by mergers and by the integration

of various specialized functions into larger units among

the trading firms. In this respect, the tendency is to-

ward the domination of-international trade, as well as

domestic wholesaling, by large organizations which might

conceivably fuse together the.functions of both production

and distribution.

In this context, it is only recently that the

Japanese manufacturing firms started their own.direct over-

seas marketing ventures, This was in response to the"

market requirements to meet international competition by

supplying specialized services which the trading companies

were not adequately furnishing. And this trend still con-

tinues,and there appear someStructural changes in the

trading firms because their overseas operations started

essentially as an extension of domestic wholesaling, pro-

duction,and financing operations in which they had a

dominant position. 7

So in this area, the traditional forces which

cohesively bind organizations persist and,in turn,affect

the nature of Japanese international marketing operations.

The international pressures force many structural changes

due to newer demands for specialized functions and skills.
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Some of them have been provided by the trading companies,

while others are increasingly furnished by the manu-

facturing concerns which have hitherto had only limited

foreign experience, but which had the requisite technical

expertise.

The relations among these business organizations,

influenced by the family system, tend to become vertically

arranged with the combined enterprise appearing to be a

big family or doozoku group with a paternalistic manage—

ment. Individuals within this framework belong to the

company and are members of a corporate family, rather than

being members of a professional or a craft union group.

Horizontal linkages tend to be weak, while vertical link-

ages in this corporate hierarchy tend to be strong.39

Status positions individuals not only within the

enterprise framework, but also within the social milieu

where the traditional family system tends to regulate

their private lives. In order to participate in a cor-

porate family group in this arrangement, individuals are

usually hired by a company for life and thereafter sen-

iority advances his status more or less in a predictable

way. Thus upward advancement is provided but with little

opportunity for horizontal mobility or movement to other

 

39Chie Nakane's article on the social structure of

Japan endorses this and the following points. See the

footnotes on Table 4—2.
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firms. This system of lifetime commitment is indicated

by area-(3) in Table 4-2.

In this system the entry becomes the crucial point,

of no return for the individual, with education being used

as a significant selection factor at each level of organ-

ization for obtaining the desired division of labor and

the specialized skills required. As long as a corporation

grows in size, openings upward are provided. Individual

incentives and group moral can be kept at a high level

within such arrangement. Everyone strives to have the

firm grow in order to provide paths of advancement. Thus

competition between firms is fostered. There are security

and stability as rewards for dedicated loyalty to the em-

ploying firm. When two organizations merge, some strains

may be noted at the beginning, but in the end, status

hierarchy can be harmoniously re-established.

In actual practice, executive development and cooper-

ation are secured by pushing decision centers downward

within an organization,even though policy restraints from

the top restrict the number and extent of decisions that

are made by the "professional-managers." This is area

(4) in Table 4-2, where the group decision-making system

is listed. ' ’

When it comes to the domain of business practices

and customs, which_is represented by area (5) in Table

4—2, many traditional forces or features survive with

little changes caused by the logic of industrialization.
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However, these traditional aspects in business are con-

ceived as not containing as much of the culturally tradi-

tional features in the social life of Japan, which di-

rectly reflects the family syStem as an ideal concept in

area (6).» Note that the forces of the family system are

gradually diluted in vertically arranged business organ-

izations,as they interact with the forces of international

competition or the logic of industrialization while moving

up the areas listed in Table 4—2.

Interpretation of the Three Characteristics

of Japanese Business

 

Of the three characteristics of Japanese business

discussed earlier, the lifetime employment system is lo-

cated in the midground ofthe logic of industrialization

and the family system in Table 4-2. This implies that the

lifetime employment system has evolved out of the strong

impact of the logic, compared to the other two character-

istics. Therefore, it may be reasoned that, in the course

of Japan's economic development, this system of the life-

time employment must have appeared earlier in her process,

which is indigenous to both reference frames, namely, the

logic of industrialization and the family system.

In the center of the three characteristics repre—

sented by areas (3) and (4) in Table 4-2, lies the group

decision making system. This system, then, is best

interpreted in terms of the individual-organization inter-

action within the lifetime employment system and the
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traditional norms of society. Unfortunately, very little

empirical investigation has been conducted on this subject

and it has been unable to ascertain this contention. In-

stead, the interaction of individual—organization within

the lifetime employment system will be carried out in the

light of commonly accepted social phenomenon-~the con-

flict between universalism versus particularism. This

theory asserts that as industrialization progresses uni—

versalistic norms become dominant for regulating behavior.

This theoretical stand conforms to the interaction

of universalistic logic of industrialization versus

particularistic family system tradition. A brief analysis

will indicate that the decision-making function within the

lifetime employment system does take into account the

factors of such an intricate interaction.

Finally, the traditional family system norms will

be analyzed as they relate to features of Japanese business.

The elements which characterizes the uniquely cultural

forces of the family system will be indicated, and some

salient characteristics of Japanese business practices and

customs will be explained_from:a theoretical perspective

of the frames of reference used.

The-Lifetime EmploymentASystem

In Japan, the prevalence_of the family manufacturing

enterprise dates back to early years of Tokugawa period.

And in Tokugawa Japan, there was a rise of the merchant
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class, which preceded the development of private industrial

and commercial firms.“O An industrial revolution, however,

took place in the ten years between 1895 and 1905, stimu-

lated by the results of the Sino—Japanese War, namely, the

reparations obtained from China and the opening of the

continental market.)41

As industrialization proceeded, a modern "contractual"

relationship was gradually established between management

and labor, and this in turn triggered a clash between tradi-

tional and advanced practices in employee relationships.

A frequent occurrence of labor disputes and strikes sug-

gests that at about the turn of the century the modern waves

of industrialization hit hard the traditional aspects of

Japanese business.l42

Inferring that such labor disputes could not have

taken place until the take—off period of Japan's economy,

it seems fairly safe to place the start of modern industriali-

zation for Japan around 1900.

What managerial practices, then, appeared during this

take-off period of Japan's industrialization? Professor

M. Sumiya of the University of Tokyo defines the unique

 

uoSheldon, op. cit.

ulKazuo Okochi, Labor in Modern Japan (Tokyo: The

Science Council of Japan, Division of Economics, Commerce

and Business Administration, Economic Series No. 18, 1958),

p. 5.

 

42Ibid., p. 33.
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managerial practices emerging out of this period as

managerial paternalism.u° According to him, this mana-

gerial paternalism, which formed the basis of succeeding

business organizations, both formal and informal, appeared

by the use of traditional social values and customs.uu

Managerial paternalism was originally conceived of

as the exchange of the welfare and security management

offered and the perpetuating loyalty and continuity of

manpower supply provided by labor. At its beginning it

did not have any definite forms. It used whatever the

traditional social and cultural value systems and hier-

archical social system provided,as management saw fit.

It is apparent that it used the values held by the tradi-

tional family system in Japan, the social attitudes under

feudalistic Tokugawa rule of hierarchy, and the prevalent

social orientation heavily characterized by the Confucian

ethic,stoicism and dedication to work. This almost re-

sembled Western Puritanism as an outlook upon life.“5

 

u3Mikio Sumiya, "Gijutsu Kakushin To Keiei Kazoku

Shugi," (Technological Innovation and Managerial Patern-

alism), The Chuo Koron (May, 1961), pp. 90-99.

qubid. This and the following exposition on the

evolution of managerial paternalism are primarily based

on this article.

 

uSSuch a view is fairly widely accepted. For in-

stance: . . . We can learn from such a work as Robert

Bellah's "Tokugawa Religion" that diligence in work, com-

bined with simple frugality, had an almost religious

imperative, similar to what has been called "the Protest-

ant ethic" in Western culture. William Petersen, "Success

Story, Japanese—American Style," The New York Times Maga-

zine, January 9, 1966, p. 41.
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At its formative stage, the major forms of this

managerial paternalism were welfare programs and special-

ized training schools within many enterprises. Then there

appeared trends toward the establishment of the lifetime

employment system and the seniority system.

At World War I, the trend to establish managerial

paternalism was temporarily checked because of the con-

fusion in the labor market arising from a booming economy.

This gave impetus to modernization of worker relations.

However, the depression which struck the country after the

war returned the managerial bargaining power,and the system

of managerial paternalism had a firm foothold by the 1920's.

The retirement allowances system was established during

this period as a logical consequence of the lifetime employ-

ment and the seniority system.

A major influence of managerial paternalism was a

relative stagnation of technology.”6 During this period

there existed a close correlation between the technical

ability required and the length of service in a particular

enterprise. Therefore,the lifetime employment and atten-

dant seniority system were a logically sound evolution.

By this, security and protection were built into the

system. Seniority accompanied technical skills, and

worker mobility between enterprises decreased.

“6Sumiya, op. cit. A summary of historical evolution

of managerial paternalism which follows is also from the

same author.
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When many business organizations adopted the life-

time employment system, this system became a social custom.

The social role of the Japanese educational system tended

to contribute to the lifetime employment movement.

Such an orderly pattern of organizational structure

of Japanese business was well established by the time of

World War II, which temporarily changed it for two reasons.

First, the expansion of military demand and related in—

dustries caused an increasing mobility of experienced,

trained workers. Second, the draft caused discontinuity

in the seniority rule of rank and experience. Orderly

upward movement within an enterprise was no longer possible

due to random selection of workers under the draft system.

After the war and through the occupation and recovery

period, the adverse economic conditions seriously distorted

the customary managerial practices. The wages were at a

subsistence level and inflation was severe. Many companies

were forced to fire their employees, because of the dis-

armament and the shrunk economic structure after the dis-

solution of Zaibatsu. The labor unions, chiefly formed

on an enterprise basis, contended that the lifetime employ-

ment system did not permit discharge at such hardships.

And they were eventually instrumental in reinstituting

the lifetime employment system on a much firmer foothold

once the waves of reconstruction and firing were over.

The logic of industrialization does operate in the

lifetime employment system. It must be noted that this
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system reduces the social costs of executive development

and manpower training. Because of a virtual lack of

horizontal mobility, liberal and expensive training pro-

grams and job rotation plans can be effectively employed

on an enterprise basis. There is a dual justification

for such a practice. First, it directly increases the

enterprise's productivity through efficient operation.

Second, the skills developed will be a sound investment

for the future in that there exists only a small risk in-

volved in the chances of recovering it,if normal attrition

is taken into account.

The recent mushrooming of training and educational

programs—-most of them on an enterprise basis-~attests to

the uniqueness of the lifetime employment system. This

trend is not confined only to large corporations. Small

or medium size enterprises, whose shaky foundations as

going concerns did foster the mobility among them, have

been emphasizing such training as well. This is chiefly

due to the technological requirements for advanced skills

and knowledge to stay competitive, as they grow stronger

and become more viable.

The Group Decision Making System
 

Decision—making is a personalistic, prescriptive

choice.“7 Therefore, the process of making decisions is

 

u7Peter C. Fishburn, Decision and Value Theory

(New York: John Wiley & Sons, Inc., 1964).
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inseparable from the individual's environment (decision

situation) and from his objectives (life goals or values).148

AS noted, the area of group decision-making has been placed

between the lifetime employment system and the traditional

features (areas 3 and 5). The decision situation for the

individual in Japanese business is typically stationary

because of the lifetime employment system.

However, in technical matters, functional consider-

ations for business problem-solving may transcend this.

Generally Speaking, this environmental force affects the

scope of individual choice in business, and thus delimits

his personal values as well--far more than in the rational,

profit motivated business situations of the United States.

Since recruiting and selecting of new entrants to a large

corporation is carried out with extreme care in view of

the lifetime employment system and the future talent needs

of the company, the enterprise tends to generate similar

values or identical attitudes through its emphasis on in-

house education and training.

This explains why the members within a Japanese busi-

ness enterprise tend to demonstrate the group-oriented

values and tacitly agreed-upon value premises for the

majority of business decisions. This tendency is aug—

mented by the influences of the traditional aspects of

Japanese life, including personal goals or objectives of

 

u8Ibid.
——-——
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individuals, which merge the private and public aspects of

living. On this point, which is conceived of as the ex-

tension of the family system thinking, Fukutake comments:

Social groups have not been completely modified

in their structure, and their mutual relationships

diSplay the same character as before the war. Al—

though it is no longer true that social standings

exerted a direct controlling influence on the pri-

vate lives of group members, this does not mean that

functional considerations now dictate group compo-

sition. Confusion of public and private matters

still continues. . . . Factionalism and social ten—

sion prevail within groups and without. Social

justice that Eranscends group interest has not been

realized yet. 9

Because of the shared common values, which exist within

a given organization, this seemingly slow process is an ef-

fective means to resolve operational problems. The group

decision—making system serves as a means to communicate

and in some cases to create homogeneous, harmonious value

premises. In a way, this is like the use of memos among

American executives and government officials. For routine

decisions ringiseido (group decision—making) cannot be
 

effectively used. However, often its use results in the

routinization of policy matters, which then are accepted

as guide points for decisions by individuals.

Actually in the operation of this ringiseido, there
 

have been interesting developments which may be termed as

the process of accommodation. By this method, technical

innovations are likely to meet fewer objections as long as

 

ugFukutake, op. cit., p. 30.
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they do not violate the basic "understanding" of the values

within the corporation. Thus it is possible to use it in

order to bring about changes in the organization structure

and processes through the initiative of executives whose

status will be relatively low in the organizational hier-

archy, but whose technical know—how and imagination may

far surpass those of superiors. The participation by the

junior executives or operational executives in the process

of policy decisions and staff functions can be achieved by

this traditional method through this accommodation of

subordinates' views.

If ringiseido is the traditional method of acquiring
 

the group consensus, it may be assumed that, as the logic

of industrialization penetrates the lifetime employment

system and affects the nature of business decisions, the

rationalization, routinization, and bureaucratization will

be promoted more and more. The accommodation mentioned

above is but one aspect of such a process. This is why

the group decision—making system looks to the outsider as

both centralized and decentralized, and as both modern and

traditional. To repeat, decisions in Japanese business

with basic policy matters rest at the top of vertical

hierarchy where the elite social group allocates among

its members proper functions informally.

Moreover, the leadership in business organization

plays a crucial role in this system. Risk-taking rests
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at the top of the business hierarchy. Because of the zone

of acceptance cultivated by the lifetime employment environ-

ment, the exercise of centralized authority is direct and

swift. The upward means of communication is Open through

group interaction in the traditional style.

Against this centralization of decision-making and

the centralized control of decision processes in a tradi-

tionally, hierarchically oriented Japanese business organ-

ization, the opposite forces toward decentralization of

control and decision-making do exist. Interestingly,the

traditional forces of the family system and its extension

into social groups breed informal social interaction and

private association of Japanese executives, by which group

consensus and understanding can be sought. Each depart-

ment or a division in a Japanese company is like a large

family, cohesive and loyal to the group's cause. Organ-

izational and Operational innovations can be initiated by

this group under ringiseido. Such initiative is usually
 

taken up by certain key individuals, though Often in-

formally started by a member of a certain group. The re-

sult is the diffusion Of actual decision centers within a

group, both formally and informally. This in turn serves

to protect the initiators Of change in case the proposed

plan or a change gets rejected by the top management or

causes new Operational problems instead of solving them.

It would be argued that, if the above is the case,

a highly rationalized business organization will demonstrate
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almost identical characteristics as the American business

decision-making practices. A private bank president

stationed in New York representing a Japanese interest

once remarked that,as far as his organization was con—

cerned,he saw no difference in the decision process as

compared to comparable banks in the United States. This

comment was not made casually. It was after years of

Observation and careful study of the subject by this

capable Japanese executive whose career was in banking.

He quoted specific examples of decision—making in

his organization and compared them to American ones. The

remarkable coincidence was rather startling. This episode

could best be interpreted this way. Since this bank also

has ringiseido as a traditional method, this system is a
 

device or a procedure and does not reflect the substance

of decision. A commercial bank has a highly bureaucratized

and routinized organizational arrangement. The type of

decisions required of it is a highly technical, profit or

goal oriented one. Regardless of the influence of tradi-

tional forces, the decisions are arrived at through similar

use of decision premises and values.

The lifetime employment system may have caused

unique decision-making practices, but in general the logic

of industrialization seems to penetrate its cloak and

force gradual change in the traditional patterns of

decision-making based on group loyalty and conservatism.

As Fukutake mentions there still exists confusion Of
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private and public affairs in Japanese society. There-

fore, the investigation will now turn to the traditional

features of Japanese business.

The Traditional Features of

Japanese Business

 

 

Referring again to Table 4—2, the traditional aspects

of Japanese business are in area (5) located at the

bottom closest to the impact of the family system. In

the lifetime employment system, the discussion has been

centered around the social custom with regard to the

arrangement of business organizations. In the group

decision-making system, the attention has shifted to the

social meaning of groups in Japan, which forms the basis

of the practice. Here the discussion will be centered

on individuals: social values, customs and motivations

under the previous two constraints, where the impact of

the family system is supposedly the greatest.

To begin with, the frame of reference (the Japa—

nese family system) must be clarified further. Love

and respect in the American family are unconditional,

spontaneous, and based on the "free will of the

actors." Within the Japanese family system, in its

"feudal" aspects, there exists a distinct sense of

particularistic Obligations to parents in return for

favors bestowed. Professor T. Kawashima explains this

as encompassing features beyond mere debt-payment,
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involving many other rights and duties and normative

50
sanctions.

Modern morals can maintain their spiritual

value only when they are Observed voluntarily.

Therefore, the imposition of morals by external

power should be exceptional . . . It is suicidal

for morals to be made legally compulsory. This

is particularly true for family relations, which

occupy the highest place in the moral world.

The reason why generally only a small portion of

family moral precepts are codified and written

down is that family morals are taken seriously,

not that they are neglected.51

A kind of unconditional piety to the patriarch in

the ideal Confucian system, or in its Japanese version of

the family system, is sanctioned by "outside compulsion"

because it becomes a part of the Official order and perme-

ates all institutional relations.52

To summarize, Kawashima sees in the modern

Japanese family institution the following three

tendencies: first, the normative patterns of the

"Japanese family system" in the upper and ruling

classes stress the kg or absolute piety element,

derived from the Old Confucian absolutist system;

and to a certain extent, the actual relationships

patterns in the Japanese upper and ruling classes

follow this stress. Secondly, the family relation-

ships of the "common people stress the normative

op factor of mediation of kg, and also duplicate

this stress in real behavior. Thirdly, the

official normative family patterns, as expressed

 

 

 

50Takeyoshi Kawashima, Michio Nagai and John Bennett,

"A Summary and Analysis of 'The Familial Structure Of

Japanese Society,'" in Bernard S. Silberman (ed.), Japanesg

Character and Culture: Selected Readings (Tucson, Arizona:

The University of Arizona Press, 1962), which originally

appeared in Southwestern Journal of Anthropology, IX (1953),

pp- 239-50.

 

 

51Ibid., p. 107. 52Ibid.
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in legal forms, national ideology, and the like,

duplicate the samurai stress on kg, although gg

is included.53

Instead of the "horizontal" wife-husband relation-

srnip, the family system is also vertically structured along

true-idlial line of family head and children. And this ex-

tsecids to the social life of the Japanese. The ubiquitous-

rieess of such traditional binding forces has long been pre-

dixzted by Ruth Benedict, who commented than for a long,

Ilorlg time,Japan will necessarily keep some of her inbred

atdsitudes and one of the most important of these is her

faJIth and confidence in hierarchy.5Ll As Harbison and

Meyers put it:

The management of large enterprise is still based

upon feudalistic paternalism, and the social strati-

fication of the managerial hierarchy and the labor

force is as rigid as any in the world. Neither

modern technology, war, nor the American Occupation

appears to have destroyed the web of custom which

structures the society.55

Instead of repeating the ideal type tenets of the

fkunily system used in the earlier discussion, some salient

dharacteristics of the traditional features of Japanese

‘Uusiness practices and customs will be treated in this

Section. The purpose is to clarify further the impact of

tiheideal type concept upon the business practices and

c"Astoms in Japan.

 

 

53Ibid., p. 110.

5”Ruth Benedict, The Chrysanthemum and the Sword

(Boston: Houghton Mifflin Company, 1946).

55Harbison and Meyers, op. cit., p. 249.
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First of all, status is a positioning force of indi-

viduals in the society. Under the lifetime employment

system, the fate of individuals becomes fused with that of

the organizations to which they belong. Thus not only the

individual but also the business organization assume per-

sonality and acquire a social status in the rank-order of

the business firms. This ranking takes the form of in-

formal "Consensus" evaluation of those Japanese businessmen

who survey the organizations concerned. A Japanese word

for denoting such an enterprise status is kgkg,56 which

canvbe higher, lower or sometimes similar, depending on

the firms compared. Interestingly, this kgkg further

differentiates individual status within an enterprise.

For instance, an individual may be low in an enterprise

standard ranking, but his social status may be much higher

in comparison with a person with similar title,if his own

corporation happens to have a higher kgkg than the other

firm for which the person compared works. In this way,'

elaborate stratification and personal classification within

Japanese society can be accomplished on a grand scale, and

the people are very much aware of the fact of status and

kaku hierarchy.

 

56In the family system, kaku indicates the position-

ing of a family in a community hierarchy. In Tokugawa

Japan, it was used to indicate a samurai family's relative

status in terms Of ancestry, income or administrative

position inherited.
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In a business setting, as well as in a social setting,

a Japanese would Often use half a dozen to a dozen diffexent

versions of simple Japanese words of address in the first

and second person singlular "I" and "you," depending on the

situation and the nature of personal interaction in which

he finds himself. These personal pronouns must be jue

diciously and ceremoniously selected to conform properly

to the occasion and set the proper tone for personal inter-

actions. The status is the key in this selection of right

personal pronouns to use: seniority, the rank and title,

and other measures of individual status dictate the use of

personal pronouns to convey the difference of status.

This intricate use of personal pronouns seems to

persist within business and out, and the energy expended

for behaving correctly according to such a ritual even in

a social setting can be tremendous indeed. Probably the

best way to illustrate the prevalence of such a status

ritual is exchanging of meishi (call cards or name cards)

among businessmen. Here is an example of how it operates:

The Japanese Obsession with correct form is

nowhere more evident than in the ritual of exchang-

ing meishi, or name cards. NO businessman leaves

home in the morning without a plentiful supply.

But the games go beyond mere politeness. It's

really the title on the card that counts. Since

rank and face are so all-important in Japanese

society, every executive furbishes his meishi with

the most sonorous title he can get. One small

publishing Office boasts three "bureau managers,"

five "division managers," two "advertising mana-

gers," and three "advertising divisionlmanagers."57

 

57"How to Succeed in Business in Japan," Newsweek,

May 17, 1965, p. 80. (The article copyrighted by

Newsweek, 1965;)
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The authority system and paternalistic attitudes of

individuals make it easy for them to accept such status

hierarchy. A person would quickly accept and Obey au-

thority, when he could assume that such authority ema-

nates from the individual in charge, in terms of seniority

or special preferential status based on education or the

kinship relation to an influential individual. The group

interaction and the basis for actions, therefore, become

"full" participation, with a heavy emotional overtone of

dedication to the authority figure. In this setting, a

group is supposed to be the source of members' actions,

rather than individuals. This aSpect of social life is

commonly understood as the group-mindedness of the Japa-

nese in that every Japanese is consciously part of a tight-

knit national society, and the most damning thing that can

be said of any man is, "Kawatte iru——he is different."58
 

Like the Japanese of uncounted generations,

the young are consciously part of a tightly co-

ordinated national society. After a century of

machine—age living, Japan remains a culture to it-

self, as apart from the rest Of Asia in living

patterns as it is apart from the United States

and Europe in history and traditions. The worst

thing that can be said of a man in Japan, whether

he is a tradeunion leader or a junior Foreign

Office official, is "kawatte iru--he is differ-

ent."59

 

 

58Frank Gibney, "Japan," Look, August 10, 1965,

59Ibid.
_—
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In the business setting such social aspects of

Japanese life naturally take the form of politeness as

the following description indicates:

It is "good personal relations," for instance,

to serve a social or business superior with un-

questioning Obedience. And it is equally virtuous

for a Japanese to avoid hurting the feelings of

his friends, business associates—-and even his

competitors.6O

And this may well make sense--because the paternal-

istic phase of business affects the chances of an indi-

vidual's Obtaining a permanent employment in the Japanese

setting of lifetime employment after getting through the

barriers of education:

Even more frustrating to restless young career

men (as it is in most other countries) is the

favoritism most companies show toward executives

with the "right" name, school, and connections.

The Japanese are forthright about it: job appli-

cations almost invariably demand information on

family background; and a man, whose closest friend

is the son of the president Of an important company,

has a decided advantage over an applicant who is

more brilliant but less well-connected.

The lucky 2,000 or so who win bachelors de-

grees each year from the elite Todai, or Tokyo

University, have an immense headstart in their

careers. To be sure, they are superbly trained,

and bright by any country's standards; but the

catch--for graduates of lesser schools--comes

when companies periodically and simultaneously

promote Todai classmates to higher posts. Why?

To "preserve harmony," as one employer says. 1

 

 

60"How to Succeed in Business in Japan," Newsweek,

Op. cit., pp. 80-81.

61Ibid., p. 81.
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Since the discussion of the lifetime and seniority

system of Japanese business has already clarified the

importance of recruiting and the family atmosphere, there

should be no need to supplement the above remarks which

illustrate the tight organizational, interpersonal rela—

tionships in her society. It has also been commonly con-

tended that adherence to tradition in decision-making

tends to reward the cautious and penalize the ambitious:

The bright young men who want to forge ahead in

their jobs must learn to cloak their ambitions and

ideas in rich brocades of patience and humility.

And finally, the fusion of public corporate and private

family life can best be appreciated in the use of the

expense account in Japan, which has attracted fairly wide

attention. See the following remarks:

Indeed, the Japanese manage to infuse their

business life with a rather charming blend of

thoughtfulness and fun. It is quite common for a

giant corporation to earmark as much as 15 per cent

of its annual expenditures to its employees for:

expense—account entertaining; and virtually every

company of any size smothers its workers in pleat

surable and valuable fringe benefits. . . . The

expense account is more of a way of life in Japan

that it is in the U. S. Nothing is more crucial

to a man's career in a Japanese corporation than a

solid sense of belonging and camaraderie with his

section chiefs and office colleagues.

The expense account itself is not a new insti-

tution here. Even before World War II, many com-

panies owned golf courses, spas and houses for

their high executives. The week-end at company

expense was normal and commonplace.

 

62Ibid., p. 80.

63Ibid., p. 81.
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A benefit to millions. What is new is that

the expense-account privilege has now been extended

to millions down in company ranks.

How many millions? More than 10 per cent of

Japan's 24 million company employees rank as manage-

ment, and virtually every white-collar worker above

the level of clerk is fitted out with an expense

account.

Income taxes are the key to the spread Of

expense accounts here. In prewar days, those taxes

were negligable for most people. Today, they are

much higher than in the U. S.

Another factor also comes into play. _ g

In closing a sale, securing a loan or seeking

Government favors, personal relationships are far

more important in Japan than in the U. S. Strenuous

efforts, thus, are made to win friends, impress con-

tacts and cement relationships.

Companies encourage this by using generous

expense allowances. Many firms assign each man a

monthly allowance, and there sometimgfi is a frantic

scramble to use up unspent balances.

Such a congenial aspect of Japanese business practices

can be easily explained in the light of the interaction be-

tween the logic Of industrialization and the traditional

features of the society. Within the lifetime employment

system, such a use of expense accounts indeed makes sense.

Summary of Japanese Business Practices and

Customs From an Ecological Perspective

In the dual frame used, the lifetime employment system

was regarded as the area where the pressure of the logic of

industrialization is the strongest, and it is indeed so

 

6u"Where Expense-Account Living is Really Worth-

while," U. S. News & World Report, February 28, 1966,

pp. 111-112. (The article copyrighted by U. S. News &

World Report, 1966.)
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because this system is apparently under stress. First of

all, many corporations that would like to promote execu-

tives by merit have been encountering Operational diffi-

culties in harmoniously blending newer methods with the

traditional seniority system in promotion. Moreover, the

rapid adoption rate of technological innovation by Japanese

business in order to meet internatiOnal competition is

forcing the management to introduce newer structure in

organization by incorporating specialists in computer pro-

gramming,:marketing research, product development and

engineering, and research and development.

Also many conditions have been created which would

facilitate horizontal mobility of individuals crossing-

enterprise lines. For instance, management knowledge has

been greatly systematized. Until around 1960, there did

not exist organized efforts on the part of Japanese manage-

ment to assimilate new management ideas, techniques, and

philosophies, which had been developed in the United States.

Then there started an explosion Of management thinking.

Many new Japanese management words or phrases were coined,

since the traditional Japanese management terms were

totally inadequate to reflect advanced thinking in American

management.

Some of the widely used expressions coined during

this period were: jigyghOnbu sei (functional product

division system), gijutsu kakumei (technological innovation),

ryutsu kakumei (distribution revolution), kigyo shindan
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(enterprise diagnosis), and keiei senrygku (managerial
 

strategy). About 590 books on management, marketing and

related subjects were published within a period of one

year from June 1961 to May 1962.69 This was considered

a significant trend and received wide publicity at the

time. On the average, the amount of publication meant the

rate of as many as 50 books a month. Also, there were about

30 magazines and journals on various aspects of business

management. There was also an emerging group of business

consultants. A vast network of private and government

consultants had grown up.66

Interest in training and education of employees

sharply rose during this period. There were more than

50 permanent company training schools in Japan as Of 1962,

according to a survey by Nikkeiren (Japan Federation of

Employers' Associations). ‘

A random sample of companies listed on the

Tokyo Stock Exchange show that 20% have separate

personnel or education and-training departments for

supervisory employees. Training largely focuses on

middle management with little participation by top

brass. Professional management and consultant

organizations also provide many courses, as does

one university. Most often, though, companies pro-

vide their own training, primarily for all managers

rather than a few selected for promotion. According

 

65Based on the study by Shuppan Kenkyujo (The Re-

search Institute of Publication Science) as quoted in

"Ryukosei Keieigaku Byo O Shindan Suru," (A Diagnosis of

the Prevalent Disease of Business Administration Study),

Bungei Shunju, October, 1962, p. 86.

66"World Looks for Better Managers," Business Week,

September 16, 1961, p. 115.
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to Chmn. Taizo Ishizaka of Tokyo Shibaura Electric

CO., Ltd., the management education picture is

changing rapidly, however. More college—level

courses are being offered, seminars for top manage-

ment are being developed, and the publication of

business texts and magazines is increasing.57

These developments have tended to enhance individual's

capacity to move horizontally, because of increasing know-

ledge of business administration and the deeper technical

know-how Obtained through training. As a matter of fact,

Sony Corporation, for example, has dispensed with the old

Japanese tradition of promoting personnel strictly on

the basis of their pedigree and seniority: "Ability is

what counts most--a revolutionary concept for Japan."68

However, the lifetime employment system is a definite

social custom and Sony is practically alone in this battle

against the system among large Japanese corporations.

There are other factors which may in the future

contribute to the modification of the lifetime employment

system. First, in the Japanese economy today, there are

strong pressures to eliminate weaker, smaller companies

in marginal industries with poor managerial skills. Many

specialized wholesale merchants in the traditional textile

trade and the subcontractors and assemblers for larger manu—

facturers, who do not have modernized operational methods,

are being squeezed out of business. The competitive

 

67Ibid.

68"Sony: How to Grow Big by Thinking Small," News—

week, June 13, 1966.



122

pressures operating this way free experienced workers who

have to be absorbed by other firms.

Such competitive pressures recently affected some

large corporations as well. Ill-managed firms with

inferior marketing policies, lacking foresight, tend to

disappear or experience a rapid decline. Junior execu-

tives released from larger organizations thus dissolved

were reported as having experienced practically no trouble

in landing appropriate positions in other firms which de-

sired "talents" with experience.

Also in many industries there are definite and clear

trends towards mergers, acquisitions and voluntary self-

regulations bordering cartel arrangement. In many ex-

amples of such a structural change, and in cases of dis-

ruption or combination of one or more business organ-

izations, the trained manpower must be absorbed and will

be absorbed by other organizations. And all this will be

carried out within the traditional framework of the life-

time employment system. This means that more and more

persons would be experiencing organizational rearrange-

ments and adjustments in status hierarchy. With the

repetition of such an experience, it may also be con-

ceivable that individual's values may indicate a gradual

change toward rejecting the system itself.
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Pressure of International Competition

In this analysis, the liberalization of trade and

the threat Of international competition are regarded as

the ultimate elements causing the structural change in

Japan and ensuing social change in business practices and

customs. One sure way to beat international competition

is of course to succeed in the foreign market, instead of

merely defending the domestic market from foreign "in-

vasion." In marketing, offense may be the best defense

as in the military strategy. And for achieving this,

many other factors such as technical know—how and political

environment crucially affect the ultimate outcome. Market—

ing strategy is but one aspect in this total process of

interaction.

However, marketing is one link in an ecological

interaction. By studying the adaptation problems and

attending marketing strategies of Japanese manufacturing

firms in the United States, insights may be obtained with

a wider applicability in international marketing. This

will be especially so in view of the unique organizational

characteristics of Japanese business. This is why an

ecological approach to Japanese business has been dis—

cussed in detail in this chapter.



CHAPTER V

THE ISSUES, PATTERNS, AND PROBLEMS

OF ADAPTATION

The Environmental Dimensions of American

Setting to Japanese Business
 

Introduction
 

In general, the American environmental setting as

perceived by Japanese businesses is heterogeneous, de-

centralized, diversified, and complex. Compared to the

homogeneity of the Japanese environment, America is a

singularly heterogeneous country. This is the first and

foremost characteristic that differentiates the United

States from Japan. This diverse heterogeneity is apparent

through the observation of American history, the ethnic

backgrounds of American people, the languages spoken, and

the practice of different religions.

It is the purpose of this section to present those

salient environmental characteristics, factors, and forces

which significantly affect Japanese manufacturing firms as

they Operate in the United States. Only those environ-

mental elements which are considerably different from

Japan will be treated in this macro view of the

124
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adaptation problem. Therefore, the framework of analysis

used is similar to the one in the previous chapter where

the Japanese environment has been presented from an eco—

logical perspective: (1) natural resources, (2) competitive

and economic forces, (3) governmental, legal and inter-

national forces, and (4) ethical, social and cultural

forces.

Natural Resources1
 

The United States is not an island country as is

the case with Japan. It lies in the temperate zone of the

North American Continent. It is, by Japanese standards,

extremely large. With an area of three million square

miles for the so—called "continental" part,it is 20 times

as large as Japan's four main islands.

On the other hand, with its 180 million people, the

average population density2 is 51 people per square mile.

This is less than one—thirteenth of the comparable figure

in Japan. This factor is crucial in determining the

adaptive behavior of Japanese business to the American

environment.

 

1The major facts presented in this section are

based on various yearbooks and atlases. Two major sources

used are: The International Year Book and Statesmen's

Who's Who (Fourteenth annual ed., London: Mercury House,

1966) and Hammond's Ambassador World Atlas (Maplewood,

New Jersey: C. S. Hammond & Co., 1958).

 

 

 

2This is regarded as a fundamental parameter of an

ecological setting. See Alderson, 1965, op. cit., and

Steward, op. cit.
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The interpretation of this low population density

must be made in the context of the historical concentration

of the population toward larger metropolitan and suburban

areas, or heavily populated megalopolitan belts. Less

important but Significant is the historical push of the

population movement to the Pacific coast, especially to

California.

The mobility of the American peOple is attested to

by the fact that the most widely used means of transport

is the privately owned automobile. Illustratively, in

1963, there was one automobile to every 2.5 Americans,

with the average annual mileage recorded as 9,400. It

should be noted that, in spite of the spread of the

country over an expanse of the North American continent,

the means of communication and transportation are highly

developed, as compared to Japan. The technological ad-

vances have constantly been shrinking the distances in

the continental United States, and the country's topo-

graphy, with the relative lack of mountains, has contri-

buted to a high integration of the land by means of

communication and modes of transportation.

The continental United States is more than 3,000 miles

wide and 5,5m1miles distant from Japan via Hawaii. The

direct ocean route from the Pacific to the Atlantic

coast is via the Panama Canal—”about 5,000 miles from

San Francisco to New York. Therefore, in terms of

accessibility by surface vessels, the Pacific West Coast
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is as far away from the Atlantic East Coast as it is from

Japan. Thus the location of the Pacific coast is'a defi-

nite advantage to Japanese business as far as tranSportation

is concerned.

In terms of underground natural resources in energy,

metal and non-metal deposits, the United States is endowed

with virtually unlimited ingredients for modern industriali-

zation. This makes the American economy quite self-suffi-

cient in the supply Of raw materials on a scale which

Japanese industry could never match, even with newer, ad-

vanced technology. America's capacity to export raw

materials to other nations is great. Further, America's

reliance on foreign sources of raw materials is far more

limited than is the case of Japan.

Competitive and Economic Forces
 

The size of the American economy is enormous from

the Japanese standpoint. If a comparison Of the gross

national products is taken as a measure Of the size of

economy, the GNP of the United States is very much

larger than the GNP of Japan. For instance, the general

prediction of American GNP for 1966 is well over $700

billion and that of Japan is around $80 billion--about

one-ninth of the U. S. figure.

The United States has a population twice that of

Japan and her per capita income is five times as great.

Using $2,604 as the per capita income of the United
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States for 1963, the per capita income in Japan was $526,

or 20.2 per cent of the American figure. 'The Japanese

per capita income by purchasing power parity after adjust-

ment from the Official exchange rate was $747, or 28.7 per

cent of the per capita income of the United States for

1963.3

The composition of the gross national products of

the two nations is significantly different. In general,

the personal consumptiOn expenditure is a significantly

larger portion of the total GNP account for the United

States than for Japan. From 1961 to 1963, for in-

stance, the U. S. personal consumption expenditures

stood at around 64 per cent of the total GNP; the Japanese

figures were about 45 per cent for 1961 and about 50 per

cent in 1963.“

From a macro standpoint, therefore, the American

consumer market for manufactured goods seems huge and very

attractive for Japanese business. Because of the homo—

geneity of her peOple and the smaller land mass of Japanese

 

3Japan Trade Guide (Tokyo: The Jiji Press, Ltd.,

1965), p- 19.

“Computed from the data in Survey of Current Busi-

ness (Washington, D. C.: U. S. Department Of Commerce,

Office of Business Economics), XLVI NO. 8 (August, 1965),

p. 25, and Keizai Hakusho (Economic White Paper) (Tokyo:

Keizai Kikaku Cho, Government of Japan, 1963 and 1964).
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isles, it is possible to conduct "saturation marketing" in

Japan. But in America, where demand characteristics are

heterogeneous and where land mass presents expensive

logistics problems, saturation consumer marketing must

take into account the heterOgeneous nature of-consumer

demand.

As to the competitive climate of the United States,

the size difference of the industrial firms is significant.

Japan's top manufacturing firms are small by American

standards. In 1958, U. S. Steel alone had annual sales

which amounted to more than twice the combined sales of

the tOp ten Japanese manufacturing firms.5 ‘In spite of

Japan's economic growth in subsequent years, the top ten

Japanese manufacturing firms in 1964 had a combined total

sales figure which was far less than the total sales

figure for 1964 of Ford.6 If competitive advantage is

influenced by the relative size and strength Of Japanese

industrial firms gig—g-ygg American industrial giants, it

would appear difficult for Japanese firms to make an entry

into the American market. However, this study revealed

that many Japanese firms are competitive and viable in the

United States.

 

Suspecial Report on Japan," Business Week, April

18, 1959, P. 109.

6The sales figure was $9,671 million, according to

"The Fortune Directory: The 500 Largest U. S. Industrial

Corporations," Fortune, July, 1965, p. 150.
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Together with the size difference in business organ-

izations, the technological superiority of American busi-

ness becomes an important factor in determining relative

competitive climate. With the backing of increasing re-

search and development efforts, together with federal

expenditures on defense contracts, the technological level

of American industry far surpasses that of Japan. This is

dramatized, for instance, in computer and space technology.

In America there appears to be a knowledge lag

even within the American business community. Only those

American businessmen who have had relatively direct con-

tacts with Japanese industry are aware of the implications

Of recent developments in Japan. The American image of

Japanese consumer products is weak. However, the image

of Japanese business amOng American businessmen is improv-

ing rapidly.* Just to illustrate, in 1961 Business Week
 

carried only four small articles on Japan's economy. In

the following year, 1962, the same magazine featured more

than a dozen articles dealing with specific Japanese in-

dustry like steel and shipbuilding. This trend is re—

flected in an increase of articles about Japanese business

and industry in other magazines and journals. Also,

Japanese firms are increasing their advertising in the

American business press.

When it comes to the public awareness of Japanese

products, it is safe to conclude that it is low and the

image of Japanese goods is weak. American influence
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is noticeable practically anywhere in Japan, but Japan's

impact on America seems to be meager. The public image

and understanding of Japan seem to be predicated upon a

mixture of feelings based on the traditional silk pro-

ducts and oriental elegance, the "junky" souvenir of

exoticism and imitation, and the notion of a mysterious

nation far, far away in the Orient.

This image is slowly being changed by the introduction

of newer, more sophisticated consumer products manufactured

by Japanese industiral firms for sale in the United States.

Optical equipment, cameras, pianos, motorcycles, and auto-

mobiles have been introduced in America under Japanese

brand names.

Government, Legal and International

Forces

 

There are three generally recognized regulatory

measures of foreign business: the Buy American Act, the

anti—trust laws, and the security regulations. None of

these seem to pose unique operational problems to Japa-

nese businesses, since strong government regulation is

a pervasive factor in Japanese business life. It is safe

to assume that the legal implications and uncertainties

involved in such regulations are basically Operational

problems rather than key ecological considerations.

In general, the interests of Japan and the United

States are virtually identical in many economic matters,

with conflicting viewpoints only within a relatively
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narrow range.7 This meeting of the minds has led to

liberal trade policy toward Japan, facilitating imports.

This is why the flow of Japanese goods into the American

market has been rapidly increasing, despite direct and

active competition with American goods.8 It should be

noted, however, that domestic interests must be politi-

cally mitigated to some extent by various restrictive

measures and compromises.

The largest international force which affects

Japanese business interests in America, then, comes from

European manufacturing firms. Their technology and geo-

graphical advantage pose direct competition in the Ameri-

can market. European products compete directly with

Japanese products over a wide range in design, quality,

and price. Moreover, the European firms have long estab-

lished many subsidiaries in the United States for manu-

9
facturing operations, and they present strong competition

to Japanese business not to be found in the Japanese home

market.

Ethical, Social and Cultural Forces
 

Although English is an accepted language for commerce

and all Japanese businessmen are trained to use it, the

 

7Hunsberger, Op. cit., p. 412.

8Ibid., p. 401.

9For a definitive survey, see Jean-Luc Rocour,

"Management Of European Subsidiaries in the United States,"

Management International (January, 1966), pp. 13-27.
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Japanese system of English education almost completely

neglects the development of the skills needed to speak

and think in English.10 Even the university graduate with

eight years of formal English education has trouble getting

past the stage of "Helrow, I would rike to speak English

"11
wise you. He has never been taught to communicate, be-

cause the entire Japanese system of education emphasizes

literal translation.12

The logic of Japanese is significantly different

from the logic of the English language. It is rife with

emotional tones and subtleties. It proceeds from

general fringe to the core Of the problem, instead of

the other way around,as is frequently the case with the

English language. The word order is generally reversed.

And,although this difference can be overcome in written

communication,it is more difficult in oral communication.

Further, the factors of the logic of the language, the

pronunciation, the informal directness of conversational

English combine to form a serious cultural barrier for

Japanese businessmen in conducting themselves in the

United States. Since the command of the language directly

reflects the user's cultural background, this inadequacy

of English language skills on the part of Japanese

‘ _nAn .

\

loBarbara F. Buck, "The Teaching of English in

Japan," Overseas, III, No. 2 (November, 1963), p. 14.

ll 12
Ibid. Ibid.

_
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executives seems to generate psychological barriers and

inhibitions for establishing effective rapport with

American counterparts.

Heterogeneity is an important social and cultural

force in American life. The consumer's tastes and prefer-

ences are colored remarkably by ethnic origin, religious

background, type of sub-culture, and a host of other

factors unique to the individual. The correct understand-

ing Of this heterogeneity is a difficult task for Japanese

executives accustomed to the homogeneity of Japan. Organ-

izational arrangements in America could be characterized

as horizontal, crisscrossing the vertical hierarchical

elements of the society. Because of the size of the land

and the low population density, and because of the mobility

and opportunity available for individuals, clannishness is

limited,and the chances for horizontal cooperation among

the organizations are great.

Thus the social manners and customs, including the

business ones, are bafflingly different from typical

Japanese ones. It requires a considerable period of

breaking—in for a Japanese executive to become familiar

with such behavior patterns. ’The manners and customs

are really operational problems. But in marketing activi—

ties, an overall ecological understanding becomes a must

if effective marketing planning is to occur,inc1uding the

creation and design of products adapted to American tastes.
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The Major Issues and Organizational Forces

Which Significantly Affect Japanese

Business Operations in America
 

Major Issues
 

When considering the major issues which uniformly

influence foreign or overseas Operations, the primary con-

cern Of adjustment and adaptation centers around the pro—

blems Of tariff, the effects of common markets, currency

restrictions, changes in trade regulations, and the

dangers of expropriation.l3 For Japanese businessmen

operating in the United States, the problems are more

specific and detailed. The major issues in the U. S.-

Japan trade in general seem to be (1) the U. S. foreign

trade policy, (2) legislative measures on import re-

strictions and tariff rates, (3) customs problems, and

14
(4) trade organizations and general services available.

The U. S. Foreign Trade Policy.——Of the four major
 

issues, the role of United States foreign economic policy

is intangible but significant.15 There has been a quiet,

 

13Stanley J. Shapiro, "Comparative Marketing and

Economic Development," in George Schwarts (ed.), Science

in Marketing (New York: John Wiley & Sons, 1965), p. 399.
 

l”Sampled from the major topics discussed in "Work-

shop on Problems in U. S.-Japan Trade," sponsored by the

United States-Japan Trade Council, held at Waldorf—Astoria

Hotel, New York City, February 1, 1966.

Because of the nature of the workshop, the dis—

cussion to follow on each issue covers a much wider range

of subjects than did the workshop.

15Hunsberger, Op. cit., has a comprehensive review
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steady grOwth toward trade liberalization in the totality

of trade policy, especially notable since the so-called

Kenpedy round GATT negotiations. This liberal trade policy

is based on the reciprocal gradual removal Of tariff

barriers and other restrictive measures to achieve over-

all expansion of trade.16

As a gross generalization, the underlying forces

promoting such a liberal trade policy seem to be the

17 and the techno-emergence of multinational companies

logical supremacy of the United States, which tend to

transcend the traditional national boundaries. Also to

be noted is the ever increasing integration of econOmic

activities on a global scale,as the process of industriali—

zation spreads in the world today.

f This basic policy toward liberalization of trade,

however, has latent political restraints generated by

domestic business interests. The threat Of foreign

competition serves to rally the traditional protectionist

forces in seeking measures to stem the tide of liberali—

zation. But on balance, the trend is toward the

 

of the history and future policy recommendations of

United States foreign economic policy toward Japan. See

Chapter 12, pp. 393-416.

, 16Ibid., p. 402. In the Trade ExpansiOnAct of

1962 the United States has a promising instrument for

accomplishing these tabks.

l7As evidenced’in Bibliograppy on Multinational

Business (Boston: Harvard University Graduate School of

Business Administration, 1964).
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promotion of international economic growth through liberal

foreign economic policy.

Significant operational implications of such a trade

policy toward Japanese business are many. First, the re-

moval of tariff barriers enables many Japanese products to

be competitive in American markets. Second, the products

which fill specialized needs may be profitably introduced

as a result of weaker non-tariff barriers, as the total

trade expands. Third, in areas where protectionistic

attitudes dominate the competitive structure Of the in-

dustry, methods other than straight exporting may be ex-

plored. This may result in diverse marketing activities

such as assembly Operation of parts into finished products

or the establishment of manufacturing plants in America

to avoid higher tariff and other restrictive measures

against products of foreign origin.

Legislative and Administrative Measures.--Within

the framework of national trade-policy, which affects the

entry consideration on the part of Japanese business in

America, the administration's import policy can theo-

retically influence the protectionist legislation of

various types. Broadly speaking, however, the import

barriers against Japanese business can be classified

into two types: non-tariff and tariff.

Of numerous non-tariff barriers, the major ones

are anti-dumping legislation, buyeAmerican restrictions,

labelling and identification acts, and compulsory and
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voluntary quota systems. All of these measures serve

to cut the volume of products imported in order to pre-

serve the domestic industry's interests. Needless to say,

they do conflict with the basic policy stance toward the

liberalization of trade. And almost all Of them are

actually enforced on an industry basis-ecase by case, SC

to speak.

The reasons why the above measures significantly

affect Japanese business interests in America mainly stem

from_the fact that, unlike the European corporate subsidi-

aries in the United States that engage in many manufacturing

activities, Japanese businesses in America are in a pioneer-

ing stage of securing a foothold,through exporting and the

expansion of trade in the form Of-manufactured goods. Such

restrictive measures would have small influence if the

Japanese business Operations were in the form of American

manufacturing subsidiaries, but this is not the case.

Customs Problems.--The tariff walls are gradually
 

being lowered as the liberal trade policy is pursued.

And they.are closely related to the measures of a non-

tariff nature. A11 in all, the Trade Expansion Act of

1962 is a strong mandate to lower import barriers and, in

so doing, to induce foreign countries to do likewise.18

But to.follow this mandate is not easy: it will require

strong leadership, not only to set a new direction,but

 

18Hunsberger, op. cit., p. 262.
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also to carry through a long series of specific measures,

some Of them politically difficult.19

Because of political limitations on radical changes

in the basic tariff structure, it is safe to assume that

basic tariff schedules will remain relatively stable.

Barriers on some commodities may be lowered, but no major

changes are likely to occur in the foreseeable future.

New developments are more likely to occur in the non-

tariff category.

Interestingly enough, with regard to the tariff

barriers, an expert in this field jokingly commented that

8,200 customs Officials and employees compriSe non-tariff

barriers.20 In spite of systematic efforts to modernize

customs operations, the customs procedures and related

problems are_primarily historical, and therefore they are

likely to persist especially in the area of valuation

methods. Some of them are: classification problems,

proliferation of rates, ex mill versus ex port deter-

mination of value based on customs invoice, and recently

the American selling price valuation.21

 

19Ibid.

20

Op. cit.

21Council Report No. 35, United States-Japan Trade

Council, on Tariff Commission Prelimifiary Report on ASP

Valuation, May 6, 1966.

"Workshop on Problems in U. S.—Japan Trade,"
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As far as the procedures are concerned, there seem

to be some problems, too.22 In some, classification rulings

are considered slow, appraisals differ by districts, the

interpretations of tariff schedules are difficult. What-

ever the degree Of procedural difficulties involved in the

customs Operations, most concerns, forewarned of these,

are able to take appropriate action.

Trade Organizations and Services Available.--What

trade organizations and services are commonly available

for Japanese business in America? Expensive consultation

help can be obtained on an individual basis. Official or

semi—Official help of the Japanese government is avail-

able,though it is limited in scope. Further,it is not

geared to the particular needs of individual Japanese

businesses contemplating entry into American markets.

Japanese embassies and consulates have general infor-

mation services available, but of a limited nature. The

Ministry Of International Trade and Industry dispatches

its career officers to overseas consulates as vice-consuls

in charge of economic affairs. Their function is co—

ordination of tasks and activities which cross ministerial

lines between the Ministry of Foreign Affairs and the

Ministry of International Trade and Industry. Naturally,

 

22Council Report NO. 36, United States—Japan Trade

Council On Change in Method of Entry, Appraisement, and

Liquidation, May 20, 1966.
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their stance and function reflect official stands of the

parent ministries.

U. S.-Japan Trade Council aims at promoting freer

trade between the two nations, and especially the promotion

of Japanese goods in America through lobbying, publicity,

and other information activities directed at the American

public. More specifically, the Council representatives

appear before congressional committees and other official

bodies on questions of trade policy, prepare and distri-

bute pamphlets and studies designed to foster better under-

standing in the United States of trade problems with Japan,

issue reports on Congressional and executive agency pro—

ceedings as they affect U. S.—Japan trade relations, con—

duct constant research on trade and related problems, and

engage in a variety of informational activities designed

to bring to public attention the advantages of United

23
States—Japan trade. Its chief aim is to create a favor-

able atmosphere for Japanese goods and to remove general

resistance to them. It can affect specific industries

where restrictive legislation proposed by American in-

dustries can be checked and forestalled.

Japan trade centers located in major American cities

are a part of Japan External Trade Organization,which is

designed to promote Japan's overseas trade in general.214

 

23As explained by the Council's Official publication.

2“From the Official explanation by its publication

and statements.
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It is semi-governmental in that matching funds are

supplied by Japanese business for its activities overseas.

Career bureaucrats from the Ministry of International

Trade and Industry form the nucleus of this organization.

This organization's representatives conduct market and

commodity surveys, and research on specific export items.

Smaller industrial firms can receive guidance from this

organization, even if they have no representatives of

their own stationed in America. Its use, however, is

limited for providing general information of trade leads

for Japanese businessmen. Most of its activities are

related to trade groups and industries. It Opens a two-

way flow of activities that are promotional and is di-

rected toward the American public,as well as the American

business community. Some industries, through their trade

associations, organize their representative agencies in

America in order to gather trade information, co-ordinate

industrial promotion activities, and conduct specific re-

search projects.

As a whole, all of the above organizations provide

general guidance and aid individual businesses in pointing

directions for entry problems. However, their capacity to

advise them by supplying specific market information suited

for the needs Of individual businesses seems to be rather

limited; hence they seem to exercise relatively small in-

fluence except for providing Opportunity for sharing

experiences.
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Aside from the above organizations, trading firms

called shosha play important roles in the conduct of

Japanese business. With the shift to an open economy,

their activities have been expanding and diversifying,

although the relative importance of industrial companies'

25 Some of thesales departments has also been increasing.

important roles which shosha perform are diversified, com-

plex, and specialized, covering a wide range of activities.

The functions performed by the trading companies

include: (1) importing-exporting, (2) financing, (3) joint

ventures, (4) technOlogical exchange, (5) breeding new

companies, both at home and abroad, (6) co-ordinating and

organizing group activities, and (7) assuming a wide range

of responsibilities to group members, and even to the

national economy.26 Of immediate concern to us here are

those functions the Japanese trading companies have de-

veloped which span a vast array of services, such as

facility for international commerce and supplying of use-

ful market information to prospective customers.

These functions are likely to be vital for any

Japanese manufacturing firms contemplating an entry into

the U. S. market. Actually, many Japanese trading com-

panies seek to locate the best market for a client. If

 

25Japan Trade Guide 1966 (Tokyo: The Jiji Press,

1965), p- 33.

26John A. Marino, "Japan's Trading Companies: The

Two-Way Bridges of International Trade," Boston University

Business Review, II, NO. 3, (Spring, 1965), p. 8.
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the client has no market in mind, a large trading company

may find one. If he has the wrong market in mind, the

trading company may advise him accordingly and find the

right one.27

In spite of a diversified array of functions which

the trading companies perform for a client manufacturing

firm,there Obviously exist many limitations in the extent

of service functions they can effectively conduct for the

client. The degree Of control which a manufacturing firm

can exercise over marketing activities may become limited,

if conducted through a trading company. Sometimes, there

may even arise direct conflicts of interest. Quite Often

there may arise a sharp difference of judgment as to what

customer services should be performed and what kind of

market information should be gathered.

The Mode and Pattern of Adaptation
 

The Year and Form of Entry
 

Tracing the history of formulation and the length

of operation, it was clear that most Japanese manufactur—

ing firms were relatively new entrants in the United

States market. Judging from the sample of 121 returns

for the mail survey, the majority of the establishments

were organized and formed since 1959. They have operated

in America less than seven years in their current form.

 

27Ibid., p. 14.
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The postwar history of the entry of the Japanese

manufacturing firms began with a group of eight establish-

ments formulated between 1946 and 1953. They were in con-

sumer goods and their organization typically consisted of

representative or liaison Offices rather than American

corporations. In 1952, the first three establishments

were formed in the textile, fabrics, rugs and carpets

fields. Then in 1953, three more establishments were

formed in textiles, photographic goods, and china dinner—

ware (all consumer goods), and two more representative

offices in the shipbuilding industry_were added.

After this brief pioneering period, the pace at

which new establishments were formed remained basically

the same-~about five establishments a year. During the

five-year period between 1954 and 1958, 23 establishments

(20 per cent of the sample) were formed, of which eight

were representative or liaison offices Opened by manu-

facturers of industrial goods, and five were sales subsidi-

aries of American corporations in the consumer goods field.

Products handled by these establishments were diverse and

related to such industries as shipbuilding, steel, elec-

tronic measuring instruments, photographic equipment,

sewing machines, cultured pearls, china dinnerware, and

textiles. Other forms included branches and sales subsidi-

aries firms in both consumer and industrial goods. Most

branches engaged in sales activitiespassisting their main

sales Offices by extending their geographical coverage.
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It was only recently that larger business establish-

ments of Japanese manufacturing firms commenced to appear.

During the four-year period between 1959 and 1962, 44 were

established. This was at the rate of eleven per year, more

than double the pace of the previous five-year period.

Then during the three-year period between 1963 and 1965,

46 establishments were formed. This again was at a faster

rate of 15 a year, almost a 50 per cent gain per year in

the number of establishments Opened,as compared to the

previous four—year period, 1959-1962. The rate of increase

was most significant in the case Of establishments classi-

fied as sales Offices or sales subsidiaries incorporated

under American law.

This trend was apparently the reflection of growing

importance of direct marketing activities on the part of

the Japanese manufacturing firms. The incorporation en-

titled them to engage in direct marketing activities with-

out many of the operational restrictions of the representa-

tive offices.

The yearly rate at which new establishments were

formed is summarized in Table 5-1 for the period from

1952—1965.

As a rough generalization, it may be inferred from

these data on the period of entry that the Opening of

these Offices was related to the amount and type of

Japanese goods imported.
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In Table 2-4,28 a significant increase in the U. S.

imports from Japan in 1959 was noted. As compared to

$671 million U. S. imports from Japan in 1958, those of

1959 reached $1,029 million--a gain of 65 per cent over

the previous year's imports. Apparently this is reflected

in the sample, as indicated by a jump in the yearly rate.

Another point to be mentioned here is the use of

representative Offices by the firms in industrial goods

field. Until 1962, of the 34 industrial establishments,

30 were in the form of representative or liaison offices.

In 1965, there were 55 establishments sampled in industrial

goods field, and 38 firms (69 per cent) were of this type.

This is a significant contrast to the type of establish-

ments formed by firms in consumer goods where an American

corporation (sales Offices and sales subsidiaries incor-

porated formally under American law) was the dominant form

of establishment.

In summary form, the number of establishments formed

by time period, by type of establishment, and by type of

industry characteristics is given in the following table

(Table 5—2).

Operational Acquaintance with the

U. S. Market

 

 

It is interesting to note the time lapse between the

first introduction of a Japanese manufacturing firm's

 

28See page 18.
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products into the American market and the establishment

of some form of representation in the major metropolitan

areas of the United States. It might be hypothesized that

the longer the time period, the more market knowledge and

experience would be accumulated;and therefore the better

would be the chances for creative, positive adaptation in

the American market.

Among firms sampled, there was a wide variation in

terms Of the number of years lapsed. ”Most establishments

which had had some form of U. S. Operations before the

war fell in the category of twenty or more years. Pro-

ducts of these firms included such consumer goods as

ceramics, cultured pearls, fibres, and specialty foods or

condiments. Also as long established were industrial

goods manufacturers in metals and chemicals.

The dinnerware and china manufacturers took ad—

vantage Of design and cost advantages to expand sales in

prewar America. In the case of a specialty food firm, it

originally catered exclusively to the Japanese-American

segment of the population. This firm marketed,among

other products,monosodium glutamate (abbreviated as MSG),

a flavor enhancer, discovered and commercially developed

by the Japanese. It first opened a representative office

in America in 1917. The product, MSG, was entirely new

to the American food market when introduced. According

to the respondent, the firm started from door-tO-door
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sales by Japanese representatives, working out Of an Office

opened in 1917. The Office was reopened in 1953, after

the disruption of the war.

Another firm in this category of prewar entry into

the American market was a cultured pearl firm, which

started marketing around 1927. It was a unique process

developed by the Japanese. It displaced the Persian Gulf

pearl business in the U. S. at the time of introduction.

It used its inventor-founder's Showmanship and propaganda

to have its products accepted by traditional channels of

the jewel trade. Its present-day channels still remain

much the same as prewar days. Its U. S. Offices ceased

Operations in 1941 and resumed activities in 1955.

For these firms, apparently the disruption of

Operations during wartime delayed the orderly develop-

ments of their marketing activities. As far as the

case histories of such firms go, theirs can be good

examples to depict certain patterns of adaptation, pro-

vided that recognition is given to the differences in

the socio-economic and political climate governing the

relationships of the two nations before and after World

War II.

In marketing, the ultimate user's needs and wants,

tastes and preferences, and the course of action chosen to

satisfy them become the predominant factors in determining

the marketing success of a firm. In the process of

matching the homogeneous supply and heterogeneous demand,

a firm has to adopt a mode of Operation which is most
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productive and efficient to expand and grow. Herein come

the problems of sociO-economic and political conditions

in which the firm operates. Obviously those firms which

had operated in America in pre-war days faced drastically

different market and social conditions after the war.

And these conditions are apparently still changing.

In summary then, most of the pre war entry group

firms were in the consumer goods field. They had unique

products to sell-—mostly originated and developed by the

Japanese. They had to engage in considerable market

cultivation efforts in order to overcome market resistance

toward new, foreign products.

Next comes the group of 26 firms falling in the 10-

19eyear category. However, this categorization can be

misleading. More than two-thirds of the firms (l8 estab-

lishments) actually entered their products into the U. S.

anywhere from 10 to 13 years before establishing their

current offices. This means that only eight of the firms

waited 14 to 19 years after the first introduction of

their products before establishing a form Of business in

America.

Comparing the time lapse between the introduction of

a firm's products and the establishment of its Offices,

the normal pattern was product introduction followed by

the establishment of Office. Pertinent to this, of the

121 firms in the sample, 15 establishments in the
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industrial goods field allowed 10—19 years to elapse

before finally Opening their offices in America.

Many reasons could be pointed out for this phe-

nomenon. Demands for industrial goods typically fluctu-

ate widely. The transactions may be infrequent and

sporadic. Many intermediaries may be present in the

negotiations. The locations of the users are definitely

known. Some of these factors would tend to mitigate the

pressure of Opening a representative or liaison office

in the United States.

In the consumer goods field, where American cor-

porations were the dominant form adopted by the Japanese

manufacturers, many firms waited much less time than the

industrial firms before establishing their offices.

Thirteen of them waited from 3 to 5 years only. This

presented a good contrast in the adaptive pattern.

In all, the majority of the firms sampled (73

establishments or 60 per cent) had sold their products

for 3 to 19 years before they formally Opened their

Offices staffed by their own corporate personnel. The

predominant pattern was therefore the time lag of con-

siderable years before these companies started maintain-

ing their offices here.

Against this general pattern there were a few atypical

cases Of the industrial goods manufacturers who Opened

their Offices even before any of their products were sold

in America. This might be significant if one considers
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the likelihood of non-respondents belonging to this

category. But no further check was made to investigate

this reasoning, because the response rate for this sur-

vey was quite high.

For example, a questionnaire return, which was

judged unfit and rejected for the final analysis, from a

representative of a mining company, had all questions un—

answered, but was mailed back with a signed statement to

the effect that his firm is "not engaged in the sales

field but mainly deals with exchanging information." SO

there is some evidence that these atypical cases may

exist widely among the non-respondents.

There were three respondents whose returns were in—

cluded that were similar to the above instance. Of the

three, two had representative offices for more than three

years, although nosuiufisof their companies' products were

made. In the third case, a chemical manufacturer opened

its Office five years ago "for purposes of good communi-

cation with several licensors and technical and financial

investigations in various fields," according to the re—

spondent. Deserving of particular note here was a con—

sumer goods company which had incorporated and established

its Office about a year ago and still saw no sales of its

products. This may be an expression of well thought out

marketing planning.

Reflecting such advance planning, there were 21

Offices which reported simultaneous product introduction
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and Office establishment. For them the sales of their

product were inseparable from the maintenance of their

offices in America. These 21 offices represented 17 per

cent of the sample. With this number following such a

pattern, it was decided to investigate whether there was

any relationship between (1) this simultaneous intro-

duction and entry and (2) the market characteristics or

the period in which such events took place.

In order to find out this relationship, a further

cross-classification of the data was made and it was

discovered that, in terms of the year of entry, all 21

firms under the "simultaneous" category were spread

fairly evenly over the ten-year period in which it oc-

curred. It was concluded, therefore, that the market

characteristics or the period of entry had little bearing

on the kind Of entry classified as "simultaneous" pro—

duct introduction and establishment formulation. For

details, see Tables 5-4 and 5-5 which follow.

By way of conclusion, it can be seen from the

previous analysis that the operational acquaintance with

the American market, which was measured by the time

lapse between the introduction of products and the

establishment of Offices in America, had little to do

with the selection of a particular form of establishment.

The type of industry characteristics dictated the parti-

cular form far more than other factors, as will be seen

in what follows.
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TABLE 5-4. --The year of establishment formulation by the

firms categorized under "simultaneous" product entry

sample 121 establishments. a

 

Firms with Simultaneous Product Entry

 

 

Year of

Establishment Number of Establishments

Formulation y yp

Consumer Industrial

Total Goods Goods Both

1964 2 —— 1 l

1963 2 1 1 --

1962 2 l l --

1961 4 3 -- l

1960. 2 —— 2 -_

1959 4 2 2 __

1958 l 1 -- --

1957 l 1 -- __

1956 l -- 1 --

1955 2 -- l 1

Total 21 9 9 3

 

aMail Survey, Appendix II.



T
A
B
L
E

5
-
5
.
-
T
h
e

n
u
m
b
e
r

o
f

y
e
a
r
s

e
l
a
p
s
e
d

b
e
t
w
e
e
n

t
h
e

i
n
t
r
o
d
u
c
t
i
o
n

o
f

p
r
o
d
u
c
t
s

a
n
d

t
h
e

e
s
t
a
b
l
i
s
h
m
e
n
t

o
f

o
f
f
i
c
e
s

i
n

A
m
e
r
i
c
a

b
y

t
y
p
e

a
n
d

f
o
r
m

o
f

e
s
t
a
b
l
i
s
h
m
e
n
t
.

 

T
h
e

T
y
p
e

a
n
d

F
o
r
m

N
u
m
b
e
r

o
f

Y
e
a
r
s

E
l
a
p
s
e
d

 

o
f

E
s
t
a
b
l
i
s
h
m
e
n
t

 

3
o
r

T
o
t
a
l

l
e
s
s

T
y
p
e

&
F
o
r
m

N
u
m
b
e
r
s

C
o
n
s
u
m
e
r

G
o
o
d
s

5
1

—
-

A
m
e
r
.

C
o
r
p
.

2
3

_
_

B
r
a
n
c
h

1
3

-

R
e
p
r
.

O
f
f
i
c
e

1
5

—
-

S
i
m
u
l
-

t
a
n
e
o
u
s

1
—
2

3
-
5

1
3

SNH

\OLON

2
0

o
r

m
o
r
e

 I
n
d
u
s
t
r
i
a
l

G
o
o
d
s

5
5

2

A
m
e
r
.

C
o
r
p
.

1
3

—
-

B
r
a
n
c
h

4
-

R
e
p
r
.

O
f
f
i
c
e

3
8

2

l
3

:rmm

 B
o
t
h

I
n
d
.

&
C
o
n
.

1
5

-

A
m
e
r
.

C
o
r
p
.

B
r
a
n
c
h

R
e
p
r
.

O
f
f
i
c
e

I

l

[\-C\J\O

 T
o
t
a
l

1
2
1

2

A
m
e
r
.

C
o
r
p
.

4
3

-

B
r
a
n
c
h

1
9

-

R
e
p
r
.

O
f
f
i
c
e

5
9

2

l
9

9

1
0

5

1
5

 

a
M
a
i
l

S
u
r
v
e
y
,

A
p
p
e
n
d
i
x

I
I
.



'159

The Size and Organizational Change

For the establishments Of the Japanese manufacturing

firms in America, the number of employees is perhaps the

best criterion for judging their scale of Operation or

size.‘ As it is relatively costly in time and expense to

recruit qualified local Office personnel and train them,

there exist considerable rigidity and inflexibility in

changing the size of their Operations in terms Of numbers

of employees. The lifetime employment system also makes

such an adjustment slow because of the training needs and

adjustments on the part of the parent Japanese organ-

ization.

Thus size,in terms of number of employees or staff

personnel at each establishment,became the criterion for

measuring the scale Of Operations. Here the number of

employees was used to denote the combined figures of both

Japanese and local employees.

First of all, it became apparent that the scale of

operations as measured by the number of employees was

small. Of the sample 121 establishments, the majority

had less than ten employees. Assuming that nine or less

was small for American corporations and five or less for

branch and representative offices, 79 establishments

(65 per cent of the respondent firms) belonged to this

"small" scale category.
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Moreover, large ones employing more than 100 and

less than 399 peOple numbered only seven, or 6 per cent

of the sample. This left 35 establishments in the medium-

size range, which was 29 per cent of the total.

Analyzing further this medium-size range group of

establishments, it was noted that there were 16 establish—

ments whose size was less than 19 employees. Of the re-

maining 19 American corporations belonging to this group,

only six of them had more than 20 and less than 99 em-

ployees——a truly medium-size range.

TABLE 5-6.--Sca1e of Operations as measured by the number

of employees.a

 

 

Size and Scale of Number of

Operations Establishments Percentage

Small 79 65

9 or less for Amer. Corp. 23

5 or less for branch 14

5 or less for repr. Office 47

Medium 19 29

10 or more for Amer. Corp. 19

6 or more, but less than

19 for branch 4

6 or more, but less than

19 for repr. office 12

Large 7 6

100 or more, but less than

399 for Amer. Corp. 6

Branch 1

Total 121 100%

 

aMail Survey, Appendix II.
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In terms of the age of establishments there seemed

to be no relationship between duration and the size of

establishment. One might tend to think that the larger

the operation, the more chance for growth for survival.

However, as noted previously, this relationship was in-

Significant.

For smaller operations, such relationships could

not be established because of the very small size range—-

0-9 for the American corporations and 0-5 for branches

and representative offices. Accordingly, establishments

with more than twenty employees were used as the reference

group for analysis.

First, there was a clear, definite rank correlation

between the year of establishment and the number of years

products were sold for those establishments which had

more than twenty employees and were established by 1962.

This was significant because of the random distribution

of the time lag after product introduction until the

office establishment (p. 154). From 1963 on, this

pattern broke down. This was to be expected, because

the recency Of entry left insufficient time for develop—

ment to occur.

All of the firms in this group were American

corporations except for one branch. This is under-

standable, since for growth and permanence the corporate

firm is almost mandatory.
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Second, using simple rank correlation, it was Ob-

served that the length of operation or the number of

years products had been sold had little to do with the'

size of operations measured in terms of the total number

of employees for the firms in this category of 20 or more.

So it could be concluded that the time for adaptation was

not related to the size.

The number of employees was broken down into two

groups--the Japanese staff and the local employees, and

the rank correlation was checked for each. This test was

necessary because the ratio of local employees varied

widely among the firms sampled. Again no relationship

existed between the number of such employees and the date

of entry of establishments in the current form. From this

analysis only one tentative conclusion may be drawn:

that for those establishments having more than twenty

employees, the size of establishments tended to have no

definite bearing on the length of Operation in the United

States.

Looking into the size of Operations by type and

form for the establishments with more than twenty employees,

the top twelve companies in terms of length of operations

all belonged to the consumer goods industry and all of

them were incorporated.

This was a definite pattern and the details will

be seen in Tables 5—7 and 5-8 in the following pages.
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The size measured by the number of employees tended

to be larger for sales offices and smaller for repre-

sentative offices. The number of years of operation,

measured either by the year of entry or product intro-

duction, seemed to have little bearing on size. In terms

of industrial characteristics, consumer goods industry

tended to generate larger scale Operations, as against

the relatively smaller scale for industrial concerns.

As a generalization, the following would apply to

the size of establishment by type and form of Operation.

First, in consumer goods marketing, American corporations

were the main form of Operations and the size tended to

be larger than ten. When the representative office form

was used, however, the predominant size was between 3-5

employees. Second, in industrial marketing, the repre—

sentative office was typically very small—-two or less

employees. Only seldom did this form exceed more than

six employees. The American corporation form was also

used by the firms in industrial goods fields, but in this

case the size tended to be larger—-often employing ten or

more.

Third, in the case of firms engaged in both in-

dustrial and consumer goods marketing the size and form

tended, as might be expected, to fall between the patterns

found respectively for consumer goods and industrial goods

firms.
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TABLE 5-9.--Size distribution of the establishments by number of employees by type

and forma (combined figures for Japanese and local employees).

 

 

 

 

 

 

Size Group in Terms Number of Establishments Percentage

of Number of Breakdown

Type and Form Employees Number (Percentage)b For Each

GroupC

Consumer Goods 23 (19) 100

American Corp. 4 or less 3 (2) 13

5-9 3 (2) 13

10-99 11 (9) 48

100-399 6 (5) 26

Branch 13 (11) 100

2 or less 3 (2) ?3

3-5 6 (5) 46

6-19 3 (2) 23

20-199 1 (l) 7

Representative 14 (12) 100

2 or less 5 (4) 3

3-5 7 (6) 47

6-10 2 (2) 13

11-19 1 (1) 7

Industrial Goods 13 (11) 100

American Corp. 4 or less 5 (4) 38

5-9 3 (2) 23

10-99 5 (4) 38

Branch 4 (3) 190

2 or less (1) 25

3—5 3 (2) 75

Representative 38 (31) ETC

2 or less 20 (17) "

3-3 12 (10) 32

6—10 5 (4) 13

11—19 1 (1) 3

Both Consumer and

Industrial Goods 7 (6) 100

American Corp. 4 or less 1 ’1) 1e

5- 3 (2) 43

10-99 3 (2) 43

Branch 2 (2) 100

3-5 1 (l) 59

6-19 (l) 50

Representative 6 (5) 100

2 or less 2 (2) 33

3-5 1 (1) 17

6-10 2 (2) 33

ll-l9 l ( ) 17

Total 121 (100)

American Corp. 43 (35) 100

4 or less 9 (7) 21

5-9 9 (7) 21

10-99 19 (16) 44

100-399 6 (5) 14

Branch 19 (16) 100

2 or less 4 (3) 21

3-5 10 (8) 53

6-19 4 (3) 21

20-199 l (l) 5

Representative 59 (49) 100

2 or less 27 (22) 46

3-5 20 (17) 34

6—10 9 (7) 15

11-19 3 (2) 5

 

aMail Survey, Appendix II.

bPercentages do not always add up to each group total because of rounding.

cPercentages do not always add up to 100 because of rounding.
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Organizational Change

Forty-three (36 per cent) of the establishments re-

ported various kinds of organizational changes planned for

the very near future. And the majority of them reported

plans for expanding their operation either by increase in

personnel or by relocation of office due to the need for

larger space for more efficient Operation. Of the 43 re-

porting change, about one-third or 13 firms--more than one-

tenth of the sample--reported incorporation as the major

reason. This is significant in that it reflects,more than

other changes might a likely shift in form of operation.

This inference is strengthened inasmuch as incorporation

was usually coupled with some quantitative changes,such

as increase in personnel or relocation for larger space.

For details, see Table 6-10. These firms included five

in both consumer and industrial goods. This may have

reflected the pressure for diversification and thus the

preference for less restrictive forms of Operation. See

Table 5-11 for details.

From this result, it would be inferred that there

was a definite trend toward incorporation among repre-

sentative Offices, toward the increase of personnel and

toward the expansion of business by relocation. There

were some cases of failure reported and apparently some

representative Offices were to be closed due to policy

changes of the parent company, the discontinuance of

Operations, or mergers.
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TABLE 5-10.--Contents of the future organizational changes proposed by kinds and major

reasons given.8

 

The Year of

 

 

 

 

Number of Kinds of Organizational Change

Entry Establishments (or the Major Reasons Given

Reporting Plans For the Change)

Total For Proposed

Number of Changes in Increase in Relocation Incor— Close or

g Establishments Organization Personnel of Office poration Abolish

o Sampled c d e Offices

>: NO. (53) (A) (s) (C) (2)?

1965 9 8 89 3 2 3 --

1964 18 8 44 3 -- 5 --

1963 19 5 26 2 1 2 _-

1962 12 1 8 —- -- -- 1

1961 ll 4 36 1 1 2 --

1960 13 3 23 l l -— 1

1959 8 2 25 1 1 -- --

1958 4 3 75 2 l -- ~-

1957 6 3 50 3 -_ -- _-

1956 4 1 25 1 -- -- --

1955 5 2 40 —- 1 1 -—

1954 4 —_ __ —- __ —— -—

1953 4 2 5‘ 2 —- —_ -_

1952 4 1 25 —- -- -- 1

Total

Number 121 43 36 19 8 13 2

Percentage (100) —— (44) ’19) ’3‘) ”“1

 

aMail Survey, Appendix II.

bBy the content analysis of the responses to an open-end,

and free write-in type question.

response—suggesting,

cIncrease in personnel was usually explained as necessary in order to expand

and facilitate Operations. Observed frequently among growth firms.

d

or due to plans to accommodate increased personnel.

closer to the main market was also reported.

Relocation of Office was usually due to growing out of their existing plant

But relocation in order to be

e
Incorporation was the change in form from representative or liaison offices

to American Corporation (usually sales Office or sales branch).

fClose or abolish office was reported by the firms which realigned its overseas

activities and dropped their Offices over here. All of them were representative

Offices.
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TABLE 5-11.--Firms planning incorporation in the near

future by industry characteristics.a

 

Number of Establishments

 

 

 

Type of Surveyed Reporting Incorporation

Industry Sample

Total Number Percentage

Consumer Goods 51 3 6

Industrial Goods 55 5 9

Both Consumer &

Industrial Goods 15 5 33

Total 121 13 ll

 

aMail Survey, Appendix II.

Industrial and Product Features
 

As seen from previous analyses, almost all of the

larger establishments belonged to the consumer goods in-

dustry, their size being more than 20 employees. On the

other hand, most smaller ones represented industrial goods

industry in the form of representative offices. There

seemed to be many reasons for this. First of all, firms

in industrial goods were relatively newer entrants into

the American market. The most pOpular form in the past

was the representative or liaison office, but this pattern

has been shifting and more and more establishments are

incorporating formally under American law, especially the

firms dealing in both consumer and industrial goods. Be—

tween 1959 and 1962, only two incorporated industrial
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firms appeared, whereas there were 19 representative

offices (Table 6—2). However, between 1963 and 1965, 13

establishments were incorporated and only 8 representative

offices were formed (Table 6—1).

Moreover, many representative offices in industrial

goods marketing were considering incorporation according

to the survey.

It should be repeated here that it was the companies

in consumer goods which originally entered the American

markets. The entry by industrial firms was fairly recent.

Therefore, as far as experience in this overseas market

went, the firms in consumer marketing definitely had many

advantages in marketing know—how in America. This seemed

to bear some relationship to the scale of operation in

terms of number of employees, for consumer goods manu-

facturers, for the most part, represented the largest size

group. If size could be construed as reflecting the de-

gree of complexity of American operations, the most

sophisticated ones were to be found among the large estab-

lishments in the consumer goods field.

Major Problems of Adaptation
 

The Entry Considerations: The

Leaders and Their Entrepreneurship

 

 

Introduction.—-The entrepreneurship of the Japanese
 

business leaders has played a significant role in develop-

ing Japanese business operations in America. As seen
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through the patterns of adaptation, the earlier entrants

were basically of the entrepreneurial type who brought

new products developed back in Japan and succeeded in

cultivating new markets in America, until the war broke

all normal commercial relations.

Therefore, by way of introduction, the origin of

Japanese entrepreneurship will be briefly explored here.

The purpose of this section is to clarify that American

setting rewards innovators and entrepreneurs of Japanese

business.

The subject of Japanese business leaders is a

fascinating subject to study. Behind Japan's rapid in-

dustrialization was the strong leadership by her tradition

of Tokugawa administration of almost three centuries.29

This tradition was combined with the rise of the merchant

class and a new form of a merchant culture of the cities,30

 

29See Thomas C. Smith, Political Change and Industrial
 

Development in Japan: Government EnterpriseLlBEB-lBBO

(Stanford, California: Stanford University Press, 1955).

According to Smith, at the time Meiji government took

over the vast machinery of Tokugawa administration, it not

only inherited various practical applications of Western

technology such as several iron foundries and numerous

scattered furnaces for smelting the iron ore, a mechanized

spinning mill, an important coal mine, scattered facilities

for shipbuilding and repair, and a modest but substantive

merchant marine, but also succeeded the individuals who

had already acquired invaluable technical and managerial

experience in starting these enterprises and upon whom it

could draw help. Ibid., pp. l-l2.

 

30See David Charles Sheldon, The Rise of the Mer-

chant Class in Tokugawa Japan (Locust Valley, New York:

J. J. Augustin, Inc., 1958).
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and later with a modern, centralized universal educational

system of Meiji Japan, which generated succeeding elites

for the nation.

It is generally recognized that the Meiji elites'

strategy of Japan's industrialization was based on the ut-

most utilization of the old system. And the Zaibatsu

leaders were a part of the elite class who actually

shouldered the burden of economic development. Moreover,

contrary to popular belief, they originally appeared as

31
entrepreneurs Western style. They were entrepreneurs

who skillfully exploited the opportunities presented by

the trend of the times. The emphasis on Zaibatsu family

ties should not obscure the origin of Meiji industrialists.32

 

31This and the following description and analysis

of Zaibatsu leaders are based on Professor K. Noda's

article in Komiya, op. cit., pp. 256-257.

32In Meiji era, many Zaibatsu grew by utilizing the

entrepreneurial initiatives of their originators and

founders. Until the economic power of Zaibatsu became

dominant, still many more entrepreneurs could and did

move into the arena of Japanese industry. Moreover, until

the bureaucratization of Zaibatsu organizations became

rather rigidly fixed, many able individuals did advance

to the position of great influence to make entrepreneurial

business decisions even without the proper family con-

nections with the Zaibatsu.

The details of Zaibatsu leaders' characteristics

can best be found in autobiographical reports, personal

sketches, and company histories written by the Japanese,

although quite often they lack objectivity and run to-

wards exaggeration.

There are English sources as well. Perhaps the

most authoritative one would be: Johannes Hirschmeier,

The Origins of Entrepreneurship in Meiji Japan, Harvard

East Asian Series 117 (Cambridge, Mass.: Harvard Uni-

versity Press, 1964). According to the cover summary of

 



173

Moreover, the Zaibatsu leaders depended heavily on

professional managers to carry out and administer the-

daily operational aspects of their business in the tradition

33
of the merchant class in Tokugawa Japan.

The Emergence of Entrepreneurial

Industrialists3q‘f

 

 

The end of the war meant the dissolution of Zaibatsu

groups and the increasing use of professional managers.

 

the book's content, this is a comprehensive analysis of

the genesis and dynamic development of Japanese entre-

preneurship, and it traces the dramatic struggle of a

determined elite, using Japanese source materials almost

exclusively.

For a very interesting, lively account, see Robert

Lubar, "The Japanese Giant That Wouldn't Stay Dead,"

Fortune, November, 1964, pp. 141—149. This article is a

case history and personal observation of Mitsubishi, pro—

bably the largest of Zaibatsu today, which originated in

pre-Meiji period.

33Not only the samurai (warrior) class, but also

the merchant class, which is supposedly at the bottom of

social strata in feudalistic Tokugawa reign, seem to

have been well educated. The number of temple schools

(terakoya) for commoners in towns and cities increased

from 94 at the beginning of Tokugawa period to 5,867 at

the end. Merchant Confucianists gained a hearing from

feudal lords and they aspired to become the intellectual

leaders of the nation. Knowledge, culture, and power

were spread over a larger area of pOpulation than ever

before in Japanese history. Sheldon, op. cit., p. 169.

3“The explanation of the type of entrepreneurs is

based on Kazuo Noda, "Zaibatsu Kaitai To Sengo Keieisha

No Toojo," (The Dissolution of Zaibatsu and the Emer-

gence of Postwar Managers), The Bessatsu Chuo Koropp

Keiei Tokushu, Fall, 1965, p. 368. Similar descriptions

can also be found in Ryutaro Komiya, op. pip.
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Moreover, the Zaibatsu leaders depended heavily on

professional managers to carry out and administer the-

daily Operational aspects of their business in the tradition

33
of the merchant class in Tokugawa Japan.

The Emergence of Entrepreneurial

Industrialists34

 

 

The end of the war meant the dissolution of Zaibatsu

groups and the increasing use of professional managers.

 

the book's content, this is a comprehensive analysis of

the genesis and dynamic development of Japanese entre-

preneurship, and it traces the dramatic struggle of a

determined elite, using Japanese source materials almost

exclusively.

For a very interesting, lively account, see Robert

Lubar, "The Japanese Giant That Wouldn't Stay Dead,"

Fortune, November, 1964, pp. 141-149. This article is a

case history and personal observation of Mitsubishi, pro-

bably the largest of Zaibatsu today, which originated in

pre-Meiji period.

33Not only the samurai (warrior) class, but also

the merchant class, which is supposedly at the bottom of

social strata in feudalistic Tokugawa reign, seem to

have been well educated. The number of temple schools

(terakoya) for commoners in towns and cities increased

from 94 at the beginning of Tokugawa period to 5,867 at

the end. Merchant Confucianists gained a hearing from

feudal lords and they aspired to become the intellectual

leaders of the nation. Knowledge, culture, and power

were spread over a larger area of population than ever

before in Japanese history. Sheldon, 0p. cit., p. 169.

3“The explanation of the type of entrepreneurs is

based on Kazuo Noda, "Zaibatsu Kaitai To Sengo Keieisha

No Toojo," (The Dissolution of Zaibatsu and the Emer-

gence of Postwar Managers), The Bessatsu Chuo Koron,

Keiei Tokushu, Fall, 1965, p. 368. Similar descriptions

can also be found in Ryutaro Komiya, 0p. pip.
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Major enterprises experienced a period of confusion for

about five years after the war. Most of them were pri-

marily industrial goods manufacturers for the strong mili-

tary demand and consequently could not switch back to

peacetime production. Thus the dissolution of Zaibatsu

generated many conditions which were conducive to creating

entrepreneurs, as its economic impacts affected the

structural and institutional arrangements of Japanese

society.

Many corporations in the consumer goods field did

remarkably well during this post—war period as entrepreneurs.

Generally speaking, there were two types of entrepreneurs

among those who succeeded during this period, according to

Professor Noda's analysis. One type was the business which

started out during the war as the medium and small enter-

35
prise. Another type was composed of those who had al-

ready obtained a considerable degree of success as entre-

preneurs in those areas where the Zaibatsu groups had not

entered.36

Both of these two types had some common attributes

and traits. They had abundant entrepreneurial spirit

and demonstrated innovative managerial and marketing

 

3SMr. Ibuka of Sony Corporation is given as a

typical example in Professor Noda's explanation.

36Mr. Matsushita of Matsushita Electric Company

is given as a typical example of this type by Professor

Noda.
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strategies which paved the way for ensuing industrial

practices. The impact of such entrepreneurial in-

dustrialists has been tremendous in many sectors of

Japanese business.

Their impact has been especially great upon the

fellow managers in the same industry who have more or

less followed the "traditional" safe path. The entre—

preneurial industrialists' aggressive marketing activi-

ties stimulated the entire industry and eventually paved

the way for the rapid expansion of Japan's industriali-

zation in the ensuing years. From this introduction, it

can be easily hypothesized that the firms headed by the

industrial entrepreneurs tended to pioneer the marketing

efforts in the postwar American market.

As an ecological corollary of this hypothesis, it

can be further postulated that any innovative, entre-

preneurial venture does have a definite competitive ad-

vantage in the American market according to Schumpeter's

thesis.37 In order to test this reasoning, both a macro

approach of taking the entry adaptation pattern and the

micro approach of using selected cases of entrepreneurial

industrialists in their entry strategies could be used.

 

37Joseph A. Schumpeter, Capitalism, Socialism,pand

Democraey (Third ed., New York: Harper & Brothers Pub—

lishers, 1950), pp. 84-85, and 132-133.
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Size and Length of Operations of

the Entrepreneurs
 

From a macro standpoint, the length of entrepre-

neurial industrialists' operation in Japanese home market

should be considerably shorter as compared to the opera-

tional history of traditional Zaibatsu related corporations.

Therefore, by comparing the duration of operations in the

home market, it was assumed that the firms with relatively

short history in Japan were more of the entrepreneurial

type. The next step was to differentiate the period of

their entry into America and the size of their Operations.

There seem to be two crucial factors which determined

time of entry for the firms surveyed. First, when con-

sidering entry into the American market, the financial

resources and the technical know-how of the well-established,

traditional firms (the Zaibatsu related ones) would seem to

provide a definite competitive advantage. However, if the

aggressiveness in marketing operations, characteristic of

the entrepreneurial industrials, is considered, one might

expect their entry to occur earlier because of their ad-

vantage in marketing strategies and product offerings.

In order to test which factor was dominant, the

data concerning the time of entry into American market

was cross-tabulated against the number of years the

parent companies had operated in Japan. The result in-

dicated that about one-third of the firms had operated

in Japan 51 or more years,and they did emcompass a
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prOportionately higher percentage of the total firms

which had entered into America 7 or more years ago. The

firms which operated in Japan 16-50 years for the most

part entered the American market during a more recent

period (6 years or less). It is difficult to ascertain

the statistical significance of this result, but it can

be safely concluded,at 1east,that the entrepreneurial

industrialists did not enter the American market earlier

than the traditional firms. For details, see Table 5-12.

If a strong leadership and entrepreneurial spirit

did have a definite bearing in determining the degree of

success of American operations, it might be reasoned that

the relatively successful firms would have a shorter

history of operations in Japan. Therefore the firms were

grouped as: those firms which operated back in Japan

6-15 years, those with 16-50 years operation, and those

with 51 or more years' history in Japan. It was assumed

that, of the three groups, the one with 51 or more years'

operation was likely to contain more traditional, well-

established firms than the group with 16-50 years' opera-

tion which would contain more of the entrepreneurial in-

dustrialists.

Measuring the degree of success in America by the

size,in terms of the number of employees of the American

establishment, the successful ones seemed to belong to

the 16-50 year group. The distribution of firm size

within this group was bimodal, with a relatively small
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number of medium size firms (6-50 employeesL compared to

the smaller or larger ones. For the firms with 51 or more

years of operation, the size distribution appeared to be

random.

Therefore, it seems that, as far as entry and suc-

ceeding growth is concerned, the entrepreneurial in-

dustrialists successful in Japan tended to have larger

operations in America as well, compared to the tradi-

tional firms. It will be recalled that the larger opera-

tions are in the consumer goods industry (Cf: Table 5—9).

In addition, it was discovered that many entrepreneurial

industrialists in the electrical and non-electrical

machinery fields were included. A summary is found in

Table 5-13.

The Selected Cases of Entrepreneurial

Industrialists' Entry
 

there are many enterprises which successfully

cultivated overseas market, in spite of Japan's

relative isolation of the postwar recovery period,

when many firms were primarily concerned with the

domestic market. But it was not a mere coincidence

that those successful firms in the foreign market

were the newly emerged enterprises, instead of the

traditional, well-established prewar firms. The

successful ones in cultivating the overseas market-—

Sony, Honda, Canon, Yamaha, for example--produced

a new marketing strategy based on the different

market preception from what the traditional firms

followed. The pre-war firms stuck to the idea that

there was a marked difference between the overseas

and the domestic markets, and therefore that the

success in the domestic one is no guarantee in the

overseas marketing. But the newer firms did and

would not subscribe to this traditional view of

foreign market.



T
A
B
L
E

5
—
1
3
.
—
-
T
h
e

r
e
l
a
t
i
o
n
s
h
i
p

b
e
t
w
e
e
n

t
h
e

s
i
z
e

O
f

A
m
e
r
i
c
a
n

o
p
e
r
a
t
i
o
n
s

a
n
d

t
h
e

d
u
r
a
t
i
o
n

O
f

O
p
e
r
a
t
i
o
n

i
n

J
a
p
a
n
.
a

 

S
i
z
e

O
f

O
r
g
a
n
i
z
a
t
i
o
n

(
M
e
a
s
u
r
e
d

b
y

t
h
e

N
u
m
-

b
e
r

O
f

L
o
c
a
l

E
m
p
l
o
y
e
e
s
)

N
u
m
b
e
r

O
f

Y
e
a
r
s

W
h
i
c
h

a
F
i
r
m

H
a
s

N
u
m
b
e
r

O
p
e
r
a
t
e
d

B
a
c
k

i
n

J
a
p
a
n

 

O
f

F
i
r
m
s

T
o
t
a
l

6
-
1
5

1
6
-
5
0

5
1

o
r

M
o
r
e

 

N
u
m
b
e
r

(
%
)

N
u
m
b
e
r

(
%
)

N
u
m
b
e
r

(
%
)

N
u
m
b
e
r

(
%
)

 

T
o
t
a
l

N
o
n
-
R
e
s
p
o
n
d
e
n
t
s

N
o
n
e

1
-
2

3
-
5

6
-
1
0

1
1
-
2
0

2
1
-
5
0

5
1
-
1
0
0

1
0
1

o
r

M
o
r
e

(
1
0
0
%

(
7
%
)

.
(
6
1
%
)

(
3
1
%
)

6
7

5
4
1

2
1

(
1
0
0
%
)

(
1
0
0
%
)

(
1
0
0
%
)

(
1
0
0
%
)

5
(
7
)

l
(
2
0
)

(
7
)

1
(
5
)

(
2
0
)

5
(
2
4
)

(
2
0
)

4
(
1
9
)

(
1
5
)

2
(
1
0
)

1
5

(
2
2
)

2
(
4
0
)

1
3

(
l
9
)

1
(
2
0
)

moooou)

9
(
1
3
)

1
(
2
0
)

5
(
7
)

—
—

-
(
7
)

2
(
1
0
)

4
(
6
)

-
—

—
—

l
(
2
)

3
(
1
4
)

m

5
(
7
)

-
—

-
—

3
(
7
)

2
(
1
0
)

7
(
1
0
)

—
-

—
-

6
(
1
5
)

1
(
5
)

(
6
)

—
-

-
3

(
7
)

l
(
5
)

:1“

 

a
P
e
r
s
o
n
a
l

I
n
t
e
r
v
i
e
w
s
,

A
p
p
e
n
d
i
x

I
I
I
.

180



181

Very interesting was the attitude of both

presidents(Canon and Sony) toward the trading firms

upon considering the entry into America. One men-

tioned that he "did not know that such a convenient

thing as the trading companies existed." And the

other stated that "of course I asked them, but no-

body would dare handle my products." SO they pro-

ceeded on their own to cultivate the American mar-

ket. In other words, the foreign market strategy

they followed was basically the extension of their

own logic and formula of success proven in the

domestic market, which was quite innovative.38

In this connection, the case of one Of the prewar,

entrants into the American market deserves a note of

mention here--Ajinomoto, the developer Of MSG.39 While

the firm was still struggling to establish itself in

Japan despite strong resistance, it started a systematic

effort to Open foreign markets.“0 Like the episode quoted

above, no trading companies would handle the product, so

it had to develop its own channel of distribution. And

this is still the case with the company in today's market-

ing efforts in America.

In the case Of Matsushita Electric, whose Panasonic

brand Of electrical equipment is widely marketed in the

United States, its rise to today's prominence attracted

wide publicity}ll Its innovative features are not

 

38Kazuo Noda and Noboru Kamakura, "Kigyo Seichono

Mittsuno Joken," (Three Conditions for the Company

Growth), The Chuokoron, May, 1966, pp. 215-216.

39

 

See pages 150 and 151.

quujiyoshi Sakamoto, Rijun Eno Chosen (Challenge

to Profits) (Tokyo: Chukoshinsho, Chuo Koron Sha, 1965),

p. 70.

uer. Matsushita, the founder of the company and
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confined to the marketing area. It was the first firm in

the industry to adOpt the so-called "one-step" method Of

distribution both in Japan and in America.“2 Further, as

early as 1933, Matsushita adopted a decentralized organ-

izational structure. Since then Mr. Matsushita has con-

tinued his concern with the problems of sound organizational

structure based on the principles of decentralization and

the delegation Of authority,and it was one Of the first

Japanese firms which adopted jigyobusei (product division
 

system) in 1955.“3

Another electrical firm, Sony, has had a much shorter,

but equally spectacular history Of success. It was founded

by two persons, Masaru Ibuka as president and Akio Morita,

as executive vice president, right after World War II.

Sony's swift, spectacular emergence as a globe spanning

corporation was engineered by these two resourceful inno—

vators.uu Today, its overseas sales surpass its domestic

sales in Japan.L15

 

the chairman of the board, was taken up by the Time's

cover story. "Following Henry Ford: Matsushita Electric

Co.," Time, LXXIX, February 23, 1962, pp. 93—97.

42
See, for instance, Jitsugyono Nippon's articles

which describe the extent Of its earlier marketing

Operations in the United States. (In Japanese.)

 

u3Sakamoto, 1965, Op. cit., pp. 204—210.

“H"SOny: How to Grow Big by Thinking Small,"

Spotlight on Business, Newsweek, June 13, 1966, p. 88.

uBSakamoto, 1965, op. cit., p. 289.
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In the last decade——the period of Sony's

greatest growth--sales have spurted from $4 million

to $103 million, and profits from $145,000 to $4.6

million. .

Basically, Ibuka and Morita built an empire

by taking concepts devised by others and nimbly

turning them to previously unsuspected uses. Sony,

Ibuka has acknowledged, takes pride "in finding

unnoticed utility value in others' inventions,

seasoning them with original ideas of our own and

making them into marketable products."

The U. S.'s Western Electric Co., for example,

had held the patent on the transistor since 1950.

NO one had given much thought tO its applications

to the consumer market until Ibuka saw it on a trip

tO America in 1952 and perceived its possibilities

for small radios.

By 1957, Sony came out with the first shirt-

pocket-size transistor radio, and

Sony followed that coup with a series of

world firsts by adapting the transistor to use in

AM—FM radios, television sets, microphones and,

most recently, its home video tape recorder

(VTR).46

The combination of the two founders had provided the

ideal teamwork for Sony. Mr. Ibuka has headed its

engineering staff which has lived up to its motto,

"Research Makes the Difference." Mr. Morita, on the other

hand, has been instrumental in setting up Sony's global

network Of marketing channels under its own brand name.

It was Mr. Morita who decided to market transistor radios

under Sony's own brand, and not to produce for foreign

manufacturers under a private label. Also it has been

chiefly under his initiative that Sony's organization

structure has been built on the basis of "talents" instead

 

u6Newsweek, June 13, 1966, Op. cit.
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Of the traditional gakureki (level of education) and the

seniority rule under the lifetime employment system.

According to Mr. Morita, Japanese managers are

"tragic" in that they have to use the personnel talents

available within the traditional lifetime employment

47
system. He states his position as:

What is most needed and most important for

Japanese business is to create the mobility of indi-

viduals among business organizations, so that each

working individual could develop his full potential

talent best suited for the opportunity available.

Personnel development must be geared to

strengthening individual talents. Under the cur-

rent fierce international competition, it is the

obligation of an enterprise to let individuals

realize their full potentials.

When I emphasize the need for individual

mobility among business enterprise, . . . (the

traditional lifetime employment system) will not

be beneficial from an overall social standpoint

as well.

People say that Sony has good ideas, but

actually our ideas are not that good. There are

many who have good ideas, but there are few who

are courageous enough to carry those ideas out.

We just try them, if they sound good enough although

those ideas may involve many difficulties. This is

our basic policy. And our talent development has

been based on this one premise. I do sincerely hope

that other managers would also start contributing

their share toward increasing the individual mo-

bility amgng the enterprises based on this phi—

losophy.

This courageousness and unorthodox approach to busi-

ness problems in general is characteristic Of many

 

u7AkiO Morita, "Wagashano Jinzai Kaihatsu," (The

Talent Development in Our Company), The Chuokoron, May,

1966, pp. 193-198.

u8Ibid.
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entrepreneurial industrialists successful in their Ameri-

can Operations. For instance, Mr. Soichiro Honda, presi-

dent Of Honda Motor Company, Ltd., Of Tokyo, commented,

"Women's bodies are beautiful. I tried to make these cars

like that.”9

In his meteoric rise, Honda has picked up

nicknames. To his green-and-white-capped, jump-

suited assemblyline workers, he's just "Pop."

Behind his back, the endearment is fondly expanded

to "Thundering Pop" ("He sounds like a hot motor-

cycle," said one lab worker). TO Japanese business-

men of the Old school, he's snipingly called "Apres-

Guerre Honda." But, to his retinue Of riders

throughout Japan, he's "Big Boss of the Thunder

Herd."5O

Mr. Honda won his aprés-guerre title through his
 

own merits. At one time he reputedly remarked that managing

a steel company, for instance, could practically be done

by anyone, but it is not the case with a company without

51 He was referring to the hardgovernment protection.

time he had come through and was critical of the beaureau-

cratic, green-house management Of large, established steel

companies. TO win his current status of eminence, Mr.

 

“9"On the Scene: Soichiro Honda," Playboy. January,

1965, p. 182.

50"How the 'Thunder Herd' Boss Brought a Honda Boom

to U. S.," Spotlight on Business, Newsweek, July 6, 1964.

51See Kamakura and Noda, op. cit., p. 217. Similar

Opinion Of Mr. Honda appears in an article based on the

conversation between Mr. Ibuka, president of Sony, and

Mr. Honda, which appeared in Shukanasahi, 71, NO. 20

(May 13, 1966), pp. 36-39, titled "Kyososhitekoso Kigyowa

Nobiru," (Competition Makes Enterprises Grow).
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Honda had actually won over more than two hundred direct

competitors who also started producing motorbikes and

motorcycles after the war.

For more than two years, the ubiquitous Honda

had been burning up the U. S. road. From 87,000 in

1963, U. S. sales Of the slick, bargain—priced

Japanese motorcycle roared to 150,000 in 1964 and

hit 270,000 in 1965.52

What shot Honda ahead Of its snarling pack

of competitors? In 1961, a director Of a British

motorcycle firm took a look for himself. "When we

stripped the machine," he told a reporter, "frankly,

it was so good it frightened us. It was made like

a watch and it wasn't a copy of anything."

That original designing came mostly from the

brow of the company's founder, a 5-foot 4-inch,

130—pound explosion of quick gestures, smiles, and

pungent talk: Soichiro Honda, 57. Memoir writers

Often like to fancy that success follows a blueprint

drawn at birth. But Honda's quixotic career has

worked out more like a Picasso canvas than a blue-

print: full Of brash zigs, viVid insights, and

abrupt shattering of the proprieties.5

Similarly, there are many other episodes connected

with the entrepreneurial industrialists of postwar Japan

in growth-oriented industries. For instance, the photo-

graphic industry has had its own share Of such entre-

preneurial initiative.5u

 

52"Motorcycles: Honda's Hang-Up," EEEEEEEK’ July
11, 1966: p' 66‘

53"How the 'Thunder Herd' Boss . . . , Newsweek,

Op. cit.

5“For an authoritative description of the postwar

photographic industry of Japan, as well as its signifi-

cance, see Herbert Martin Bernstein, "The Significance of

the Postwar Growth Of the Japanese Photographic Industry"

(unpublished Ph.D. dissertation, Department of Economics,
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Common to the successful entrants tO America are

first, the constant innovation in product develop-

ment with application of various features of modern

technology, and second,the aggressive foreign marketing

based on the principles and experiences tried and proven

in the home market Of Japan. The entrepreneurship seems

to be the key in initially establishing a workable arrange-

ment with the foreign marketing organizations to set up

proper channels Of distribution. In cultivating foreign

markets, the entrepreneurial industrialists exhibited re-

markable skills and techniques full of originality, witty

tactics, and unexpected but timely moves.

The Organizational Implication of

Adaptation

 

 

The Lifetime Employment System.--The custom of life-
 

time employment and the attendant seniority rule provide

the basic framework Of Japanese business organization.

The prevalent use of temporary workers, which is practi-

cally equivalent to the layoff system in America and the

increasing horizontal mobility among young skilled labor

are the two salient factors which make the lifetime

 

Western Reserve University, 1965).

Also, there are countless articles and reports on

new products, features, developments, and Offerings in

many photographic journals and magazines. For instance,

U. S. Camera devoted its June 1965 issue as a special

issue on Japan, and dealt with historical evaluation Of

Japanese camera industry from different perspectives.
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employment system less rigid than it sounds on the surface.

Compared to the American system, the difference may seem

to be a matter of degree and not Of kind. But the Japanese

ecological setting is so different from the American one

that this problem of the mobility Of individuals among

business has assumed almost an opposite social meaning in

Japan.

The two pillars of Japanese lifetime employment

system--the seniority rule and the academic history level

rule-—are still the dominant pattern of Japanese organ-

ization in middle and tOp management. Only those emerging

enterprises headed by the entrepreneurial industrialists

tend to have less strict enforcement of these rules, mostly

necessitated by the lack Of reputation to attract the

academic talents while growing,and later by the need to

staff themselves to cope with expanded business needs.

It is the fact Of their growth that enables them to ad-

here less to the traditional ways of business in Japan.

If American Operations of Japanese business are

carried out by the career businessmen coming out Of the

lifetime employment system of their parent organizations,

this could easily be traced by examining the personal

background of Japanese executives in charge. It can also

be empirically investigated through the firm's personnel

policies, the career patterns Of employees, and the use

Of local staff in the American Operations. In general,

the empirical evidence tended to confirm the fact of
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straight introduction Of the lifetime employment system

into the American setting. Deviation from this pattern

was Observed only in industries where competition was

keen,and the career corporate businessmen could not supply

adequate Operational leadership. Moreover, such deviation

was Observed only in those firms headed by entrepreneurial

industrialists, and not in the firms with established

tradition in Japan even if they belonged to the same in-

dustry groups as the entrepreneurs. Generally speaking,

the more traditionally entrenched the firm, the greater

the adherence to the seniority and the academic history

rules--resulting in the typical managerial pattern charac-

terized by the lifetime employment system.

Profiles of Head Marketing Executives.--A preliminary
 

investigation by personal interviews was conducted in the

summer Of 1964 with representative Japanese executives in

22 larger establishments in the New York area. The prime

purpose was to investigate the extent of their marketing

activities, but a brief check of the personal background

of the executives in charge Of these establishments was

made zip a zip the lifetime employment system. All of

the marketing executives heading the Operations surveyed

at the time were college graduates with degrees from well-

known Japanese universities. Some attended American uni-

versities as well. Most of the respondents, besides

being nominal heads of firms, were in managerial or

marketing positions overseeing their Operations in New
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York. They were career executives promoted from within,

indicating that many companies were rather reluctant to

bring in outside talents, even for their New York Operations.

Out of the 22 companies surveyed, only six companies

were headed by executives who had worked in other business

organizations than the current one. Executives in the re-

maining 16 companies had come up through the ranks, the

longest length of stay with the parent and present company

being 35 years. This was a rather interesting phenomenon,

as the requirements for such jobs Often demanded specialized

skills and experiences not readily found among the talents

within the parent organization back in Japan.

On an average, a Japanese executive had been in

America for the past 3.4 years. He had been associated

with the parent company for the past 14.4 years. Only

one in two has had any other employer.

In non-electrical machinery there were top executives

with extensive experience in other business organizations.

Three of the six executives representing companies in

this category had worked in three other companies.

Significantly, this was the industry in which aggressive

marketing Operations on the part Of Japanese manufacturers

were observed. The only other industry in which top ex-

ecutives had outside business experience was electrical

machinery, where two out Of five had worked for other

business concerns. In the other industries, all Of the

chief executives had come up through their companies
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without any outside business experience. Thus it can be

concluded that the lifetime employment system is in force

in America as well as in Japan.

Even the exceptions noted were modifications Of

the system and not the complete abolishment Of it in the

majority Of cases.

In the textile industry, the average number of years

which head executives served in the parent company was

nine years and no outside business experience was indi-

cated. It is one of the Oldest and most traditional in-

dustries, and here, perhaps, the pressure for the lifetime

employment system would be the strongest. Most firms in

this industry regularly sent young junior executives, both

of managerial and technical staff capacity, for short

rotational assignments in America. This was why the

average number of years served by top executives in this

group was relatively short,compared to other kinds of

Operations. For details, see Table 5-14.

The Seniority and Academic Level Rule.—-In the main
 

interviews conducted in the summer of 1965, the respondents'

positions were not necessarily those of the head marketing

executive but covered a wide range Of titles. Also,

the Operations of their firms spanned a magnitude of

different activities from sales to representative Offices.

The positions held by the respondents surveyed is given in

Table 5—15.
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Although precise measurement Of the degree Of

seniority rule Operative with the Japanese establishments

in America was not attempted, a direct test Of the life-

time employment system was the amount Of outside work

experience these executives had had. If there was a

great degree of inter-enterprise movement for the execu-

tives surveyed, this would be indicative of less adherence

to the seniority rule within an organization. Generally

speaking, the more the number Of outside organizations

individual executives worked for previously, the less

strict enforcement Of the lifetime employment system for

the firms they worked. If this theoretical framework

applied, then it could be concluded that such movements

across the enterprise barrier would imply the system's

modification in view of the talent needs for American

operation.

From the survey, it was revealed that 27 (40 per

cent) of the respondents had work experience outside Of

the present company, while 39 respondents (58 per cent)

had no such outside work experience. If similar tests

were conducted covering the Japanese executives in Japan,

the number having outside work experience would no doubt

be much smaller. In most Of the American Operations Of

the Japanese manufacturing firms, therefore, the mobility

Of executives seemed much higher than in the case with

Japan. This fact could be partially explained by the

existence Of less traditional firms (Of entrepreneurial
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type) in America, as well as the demand for specialized

talents required for their Operations.

By examining the number and type Of organizations

for which the mobile executives (27 respondents, or 40

per cent) had worked previously, however, it was found

that the seeming mobility was less than the ratio indi-

cated. Only 9 (13 per cent) respondents worked for more

than two organizations. The majority of the "mobile"

respondents (16 or 24 per cent) worked for only one

organization previous to the present one.

Of the 27 executives with outside work experience,

about half (13) worked previously for other Japanese

companies and about one-third (8) worked previously for

American corporations. Japanese trading firms were the

third category where 6 respondents had previous work

experience.

Combining the magnitude and extent Of such outside

work experience, it could be concluded that the overall

mobility of the surveyed executives was greater than in

Japan,but limited,compared to general American practices.

See Table 5-16 for details.

The Japanese lifetime employment system depends on

the educational system which has traditionally furnished

the required talents for business. From this perspective,

the current generation of big enterprise managers in Japan

has reached its position through a typically bureau-

cratic career. Studies on their background have so far
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indicated that the top business leaders in Japan generally

have been chosen on the merits based on their higher level

of education, rather than the family lineage or the amount

of inherited wealth.55

Therefore, it could be reasoned that if the lifetime

employment system was accepted by Japanese business in

America, the educational background Of the executives sur-

veyed would tend to indicate a high degree of educational

level. Accordingly5the educational background Of the ex-

ecutives was investigated and it was found that almost

all the respondents had college or university education,

as indicated in Table 5-17.

Since the location of the highest education received

was Japan, 55 (82 per cent), U. S., 10 (15 per cent), and

others, 2 (3 per cent), it could be reasoned that almost

all Of them had school training in Japan. The respondents'

country of citizenship was Japan, 62 (93 per cent), U. S.,

3 (4 per cent), and others, 2 (3 per cent). Inquiry re—

vealed that the education received placed heavy emphasis

on economics, business and law as the fields Of study.

See Table 5—18 for details.

 

55This point seems to be widely accepted by many

contemporary Japanese managerial scholars who conducted

various empirical investigations. Most Of such research

results are published in summary form in the recent issues

Of The Bessatsu Chukoron, Keieimondai Series on Management.
 

For personal portrayal of the top business leaders

of Japan, see Yonosuke Miki, Zaikai Shunobu (The Top

Leaders Of Japanese Business), (Tokyo: Bungeishunju

Shinsha, 1962).
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From the results in Table 5-17, it may be concluded

that the lifetime employment system and seniority and

academic level rule appear to be practiced by most Japanese

firms Operating in America. Considering the disruption of

war and the economic reorganization in postwar Japan, the

degree of individual mobility revealed in this survey was

to be interpreted as rather small. This trend apparently

continues without major modification.

Some Organizational Issues: Rotation and Training.--

As far as the staffing Of the establishments was concerned,

there was a pattern in rotating their assignments. Because

Of the lifetime employment system, the individual execu-

tive's assignment to an American Operation would be re-

garded as the extension Of his career in the parent company.

And this seemed to be the main reason,causing a clear pat-

tern Of rotating the personnel in American establishments,

despite the relatively short history Of most Japanese

business Operations.

Of the 67 respondents surveyed, 40 firms (60 per cent)

indicated that their unmarried employees would stay in

the U. S. on the average less than three years and the

married personnel a little longer. Some firms inter-

viewed indicated that their companies had a definite policy

on the rotation Of personnel. There were some firms with

no definite patterns in rotation (12-13 per cent). See

Table 5—18 for details.
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This rotation policy is part Of a bigger picture--

planned overseas training and experience of the Japanese

executives stationed in America. Most Of the respondents

had wide travel experience outside Of the U. S. and Japan.

This point is illustrated in Table 5-19.

TABLE 5-19.--The foreign travel experience Of the Japanese

executives outside Of the U. S. and Japan.

 

Countries or Areas Number of

 

Visited Executives Percentage

Africa 8 12

Canada or Mexico 40 60

Central or South

America 15 22

Asia 24 36

Europe 24 36

Foreign Travel Experience

Actual NUmber Of Re-

spondentsa 49 73

NO Travel Experience

Reported 18 28

 

aThe total number Of executives surveyed was 67,

and the sum of individual column figures do not coincide

with the actual number of respondents because Of multiple

entry.

The pattern of rotation and the executives' travel

experience signified many organizational problems which

Japanese business must solve in America. Not manifest

in the aggregate data so far discussed were the subtle
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implications of the American assignment for the career

pattern of the individual executive involved. Because Of

the emphasis on education and seniority, merit as such

was not the sole criterion Of performance which affected

the individual career in many companies. Moreover, the

seniority system and the lack Of mobility tended to Ob-

scure individual achievement and place emphasis on the

group performance.

In Japan, the social base does not exist for hori-

zontal mobility. In America, however, such a social base

does exist. Therefore, the mobility of the Japanese ex—

ecutive is theoretically greater and easier in America.

In actual practice, however, the personnel appointments

to fill the needs Of American operations must be made

within the lifetime employment system and the final

selection decision is usually made by the headquarters

in Japan.

In a bureaucratic setting, for instance, the career

businessman's orientation might be directed toward the

preservation and enhancement of his own career status,

rather than toward his Operational job in America. If

this happens, the businessman would end up spending more

time writing to the contacts in the headquarters lest he

might be forgotten, instead Of straightforwardly tackling

the daily problems of the American Operation.

Also, the increased training which Japanese business-

men need tO rise in management tends to increase their
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marketability and probable mobility in America. This is

a dilemma Japanese business must face, if it wants to

increase its Operational effectiveness in America. The

degree of the training needs on the part Of Japanese

businessmen surveyed was evident in the answers given to

the question in the interview: "If there is an Opportunity

for your Japanese staff members to participate in a special

training program or a free seminar, what kind of program

would you like them to have?" They were asked to select

at least four areas and rank them in order of their prefer-

ence from among the nine listed areas and an Open space

provided for write-ins. Table 5-20 gives the summary of

the answers obtained.

Interestingly, the largest single area which the

respondents chose was language (English). The related

areas Of language, American business practices, manners

and customs, American culture, politics, and socio-

economic conditions were chosen by 23 as the first choice,

17 as the second, 19 as the third and fourth combined, and

11 without indicating the preference. The next area Of

selection in popularity was sales and marketing, with 12

first choices, 19 second, 21 third, 9 fourth, and 9

without indicating the preference ranking. Actually this

was a stronger preference area than the language and

American practices and culture combined, if marketing

research was included in the sales and marketing area.
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Then the choices indicated were 21 first, 27 second, 28

third, 15 fourth, and 15 no ranking, Of the total 67

businessmen surveyed.

The emphasis on marketing and marketing research

which was indicated might reflect many factors. First,

the respondent businessmen were mainly engaged in market-

ing or research activities, SO naturally they wanted more

training in the area to increase their productivity in

performance. Second, this was one area which had been

under—developed in Japan and the American technology could

be useful in their present job as well as for their careers

in Japan upon their return. Fourth, because Of the pio-

neering nature Of their work, their training in Japan might

have been inadequate.

The need for additional training and the necessity

to include the rotational pattern in staffing the American

Operations Of Japanese business created a compromise con—

flict between the two elements Of on-the-job training and

Operational performance. By the time the career business—

men could handle the Operational aspects with adequate

training and experience, the pressure mounted for him to

go back to Japan if he wanted to stay in the normal career

path. In some organizations, the period Of stay for the

key executives of American operations seemed to be getting

considerably longer--apparent1y an attempt to solve part

of the difficulty. Some Operational heads were per-

manently located in the United States. In others, the
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head executive in charge of American Operations did spend

more than half Of his time abroad, chiefly in America,

dividing his time between the American Operations and

headquarters, although theoretically he might belong to

the head Office.

If the lifetime employment system was directly used

in America, together with the attending rules of seniority

and academic level, it usually created conflicting pro-

blems in the structure Of organization. This was so not

only with the Japanese businessmen stationed in America

but also with the use Of the local employees. Apparently

there was a search for a workable pattern in organizational

arrangement. Mostly the modification was made, however,

on a trial and error basis. The tendency seemed to be

to have the key, tOp operational executive in charge Of

American operations stationed permanently in the United

States,but with rotation for additional training and

development in the headquarters in Japan.

On this score, the entrepreneurial industrialists'

growth firms had more flexibility than the traditional

larger firms. The reason for this organizational flexi-

bility would be apparent from the previous analysis. First

Of all, there was less rigidity built into the organization

because Of less bureaucratic controls. Less adherence to

the lifetime employment system enabled them to recruit

and utilize the necessary talents without being bound by

the seniority and academic level principle. More important,
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perhaps, was the fact that many Of the successful firms

seemed to have competent operational leadership supplied

by the right individual whose career pattern was outside

of the normal path which a typical Japanese businessman

would follow.

Operational Controls and Decision-

Makinngspects Of Adaptation

 

 

Ringisei and Its Implications.—-There are different
 

interpretations Of ringiseido (group decision-making system)
 

and its implications to Japanese business practices. Gener-

ally speaking, however, it is regarded as typically repre—

sentative of Japanese managerial practices, although its

uses and practices vary widely from company to company.

Professor Akira Yamashiro Of Hitotsubashi University main-

tains that the ringiseido, or the managerial philosophy
 

based on it, symbolizes the strongest Obstacle to moderni-

zing Japanese business against the impending international

competition and the structural change of the Japanese

56
economy.

The tradition Of family manufacturing is still strong

in Japan. There are numerous medium and small Size enter-

prises down to the tiny "family firms," which support the

57
larger, modern business organizations in Japan.

 

56Akira Yamashiro, "Nihonno Keiei Kindaika to

'Nihonteki Keiei'" (Japan's Modernization Of Management

and 'Management Japanese'), The Bessatsu Chuokoron,

Keieimondai Tokushu, Winter, 1965, pp. 352-367.

57

 

 

An excellent description of such family manufacturing
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Theoretically, all modern Japanese corporations are the

outgrowth Of such family manufacturing systems, and in

making this transition within the past 60 years or so,

ringiseido was devised and has been refined to meet the

58

 

challenge of the times. On the surface, ringiseido is

but a procedure and a method of office management, but the

real implication goes much deeper than that. Yamashiro

comments on this point:

This system is well devised and refined,in

that incompetent managers could assume leadership

under it. First, those subordinates who know actual

Operations would "raise plan" Of a project. Then

before the top leader would make a "decision to ap-

prove" with "a blind seal," the plan will go through

a round of related sections, divisions, departments,

or bureaus for "round discussion" and the seal Of

"approval" by each separately.

AS long as all the organizational sub—units

judge the plan "sound," the risk involved in the

tOp management's "blind" approval would be very

small. If something goes wrong, the blame belongs

to everybody. This is the essense of ringiseido's

philOSOphy and the typical procedure used.

 

therefore, just changing this system's

procedure would not change the traditional way Of

management, in which the leadership could be pre-

served without knowing the real contents of actual

Operations. Also related tO this is the traditional

use Of somubu (general affairs division) as the

adjutant or special assistant. Moreover, job de-

scriptions are generally undecided and no clear

delegation of authority existS--thus the managing

 

operation in today's Japan is an article by Nicholas Wood

based on primary source data in Tokyo, 1951, "The 'Family

Firm'--Base of Japan's Growing Economy," The American

Journal Of Economics and Sociology, XXIII, NO. 3 (July,

1964), pp. 315-324. It gives five case histories and

the background of the system.

 

 

58Yamashiro, Op. cit.



209

business in Japan has to be done by "conference

type group management." All these can be called

ringiteki keiei (management by group decision

making).59

 

It is not the purpose Of this section tO discuss

the relative merits and different interpretations of the

pipgi system. The point raised here is that this system

Of "management from below" is a very salient character-

istic Of the peculiar atmosphere in which Japanese busi-

ness decisions are made. Also, it should be noted that

the degree of professionalism among the Japanese manage—

ment leaders is partially under attack in the given quo-

tation, in view of their modern outlook.

If such a managerial climate is introduced into

their American Operations, what functional problems would

it raise in connection with the Operational adaptation and

adjustment tO a different environment? Geographical com-

munication barriers exist between the headquarters and

the foreign operations. The daily Operational pressures

demand prompt but accurate decisions on the part Of

Operating executives. SO the control Of the headquarters

will be discussed first.

The Degree of Headquarters Control.-—The first im-

portant consideration is the scale Of American operations,

which is relatively small. Therefore, there should arise

no significantly complex control problems in this parent-

subsidiary or the headquarters-American Office relationship.

 

59Ioid.
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It is safe to assume that most control problems should be

simple,because the typical size of Operation is small.

First, the degree of perceived control from the

standpoint Of the American establishment was Obtained by

asking the respondents tO choose appropriate statement(s)

best illustrative Of the degree of such control. Out of

the surveyed 67 firms, a significant portion of the se-

lected statements (25 per cent) was chosen in connection

with another statement. Such multiple choices occurred in

the combination Of items (1) and (2), or (2) and (3):

(l) Tightly controlled in all matters, (2) Controlled in

all policy matters, and (3) Operate autonomously, and our

recommendations usually get adopted. Therefore, the

illustrations given in the question were not really

mutually exclusive. At any rate, modal responses were

items (2) and (3) as given above. These statements im-

plied a greater degree of Operational freedom as against

a tight central control. See Table 5-21 for details.

In order to test the significance of the results

further, the responses were cross-tabulated with the

answers to the question on organizational structure,

namely, whether they perceived the firm as centralized

or decentralized. It was found that, although the ma-

jority of the firms believed that their organizational

structure was highly or fairly centralized, there existed

a considerable degree Of Operational freedom as far as

the parent-subsidiary relationship was concerned. For
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TABLE 5-2l.--The degree of control perceived by the

American establishment of the Japanese manufacturing

firms, sample 67 companies.a

 

Type Of Statement Given

Number Of Firms

Which Chose the Percentage

 

Statement

(1) Tightly controlled in

all matters. 13 19

(2) Controlled in all

policy matters. 26 39

(3) Operate autonomously,

and our recommendations

usually get adopted. 24 36

(4) Operate autonomously,

but our recommendations

sometimes are not

adopted. 11 16

(5) Can make all Operating

decisions without

interference. 8 12

NO Answer 2 3

Cumulative Total

(Multiple Answers

Counted) 84 125%

Total Number Of

Firms Surveyed 67 100

 

aPersonal Interviews, Appendix III.
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the relationship of the perceived organization structure

and the degree of control, see Table 5-22 for details.

With regard to Operational decision, making bases used

for decision-making were thought to be a key factor.

What outside agencies or services did they use for this

purpose and to what extent? Most respondents felt that

they used far less of such consultation services as com-

pared tO American competitors in the same industry. Some

respondents, however, felt that they were using more Of

these services than their Japanese competitors in America.

First, as far as the frequency Of using such ser-

vices in the four key decision areas Of legal matters,

sales, advertising, and marketing research, there was an

interesting pattern Of their use. For legal matters, al-

most all the firms made frequent use Of the professional

counsel. Advertising was second on the list, followed by

marketing research and sales. This was to be expected,

because some of the firms did not yet have a full—fledged

marketing Operation in America.

The degree of contemplated use of consultant or

professional firms—-how much they wished they could use

them--indicated that there was a wide gap or discrepancy

in the marketing research area. This was where the re-

spondents wished they could use more Of them.

There was another reference point for their use Of

the professional firms: a comparison with other Japanese

firms and American firms in the same industry. From the
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response pattern to the question whether they use rela-

tively more, the same, or less of the consultant or pro-

fessional services, it was Observed that their assessment

of the current use of them vis—a-vis other Japanese

competitors was fairly Objective, with only a slight

under-evaluation. But when it came to the comparison

to other American companies in the same industry, the

majority felt that they were using far less Of these ser-

vices in general.

See Tables 5-23 and 5-24 for details.
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CHAPTER VI

THE ADAPTIVE DIFFERENCES IN THE

MARKETING STRATEGIES

Introduction

The Difference in Overall Strategy

The basic stance which a majority Of the Japanese

manufacturing firms took in America with regard to their

marketing strategy was more conservative than their pos-

ture in the home market. Many Of the firms with a very

progressive approach in Japan tended to have, relatively,

a much less progressive approach to marketing in America.

A progressive approach to marketing in Japan was the over-

whelming characteristic of a majority Of the firms sur-

veyed (56 firms or 84 per cent). It was in comparison

with this that the overall strategy Of the firms in America

was considered less progressive or conservative. Of the

firms with a progressive approach in Japan, 15 firms or

22 per cent of the total characterized their American ap-

proach as conservative. Of the 38 firms with a very pro-

gressive marketing approach, 10 firms (15 per cent of the

total firms surveyed) rated their American marketing

strategy as rather progressive instead of very prO-

gressive.
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On the other hand, only four firms, or 6 per cent

Of the total, indicated that their marketing effort in

America was more progressive than their effort in Japan.

Two firms with a rather progressive approach in Japan

took a very progressive approach in America, and the re-

maining two firms characterized their marketing in America

as "rather progressive" in contrast with "conservative"

in Japan.

Thirty-five firms or 52 per cent took the same

stance toward marketing in America as they did in Japan.

If a firm was progressive in Japan, so it was in America.

If a firm was conservative, so it was in America.

The reasons for the Observed difference in marketing

strategies from the overall perspective could be traced to

many factors. It might be expected that the firms with a

progressive approach to marketing in Japan would be en-

ticed to become active in the American market as they grew

and diversified. But there would be a limit on the firms'

command Of corporate resources because of the geographical,

national and cultural barrier, which would tend to in-

crease the risk and uncertainty involved in their American

ventures. This would tend to make their strategy more con-

servative,compared to the home market where the amount Of

risk and uncertainty would look considerably smaller.

Moreover, many firms would have less familiarity with

American markets and face the lack Of a reliable supply

of market intelligence information. Where a Similar
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marketing stance was adopted, the firms would still have

to adjust it operationally for use in America. The re-

quired adjustments would tend to push the firms toward a

more conservative marketing approach, because such changes

invariably would take time in implementation.

See Table 6-1 for a detailed comparison Of the re-

spondent firms' marketing approaches in Japan and in

America.

Related to differences in the marketing approach,

each firm was asked about the relative competitiveness of

Japanese and American markets. About a third (25 firms or

37 per cent) felt that the American market was very much

more competitive than in Japan. A quarter (16 firms or

24 per cent) felt that the American market was more

competitive than in Japan. Another quarter (18 firms or

27 per cent) replied that the competitiveness was "just

about the same" in both markets. All the answers were

from the standpoint of the individual firms and reflected

the perception Of the situation by the responding ex-

ecutives.

Although there were a few (7 firms or 11 per cent)

who believed that the American market was less competi-

tive than in Japan, in general the competitiveness which

a firm faced in America was taken to be much stiffer than

in Japan. The exceptions were in the photographic and in

some machinery industries,in which the domestic competition

had been especially fierce.



T
A
B
L
E

6
—
l
.
-
—
C
o
m
p
a
r
i
s
o
n

O
f

f
i
r
m
s
'

m
a
r
k
e
t
i
n
g

a
p
p
r
o
a
c
h

i
n

J
a
p
a
n

a
n
d

i
n

A
m
e
r
i
c
a
.
a

 

M
a
r
k
e
t
i
n
g

A
p
p
r
o
a
c
h

i
n

J
a
p
a
n
b

M
a
r
k
e
t
i
n
g

A
p
p
r
o
a
c
h

T
o
t
a
l

I
n

A
m
e
r
i
c
a
b

P
r
o
g
r
e
s
s
i
v
e

C
o
n
s
e
r
v
a
t
i
v
e

N
u
m
b
e
r

P
e
r
-

N
.
A
.

O
f

F
i
r
m
s

c
e
n
t
a
g
e

  

V
e
r
y

R
a
t
h
e
r

R
a
t
h
e
r

V
e
r
y

(
l
)

(
2
)

(
3
)

(
4
)

(
5
)

 

(
1
)

V
e
r
y

P
r
o
g
r
e
s
s
i
v
e

2
0

2
-

-
l

2
3

3
4

(
2
)

R
a
t
h
e
r

P
r
o
g
r
e
s
s
i
v
e

1
0

9
2

-
-

2
1

3
1

(
3
)

R
a
t
h
e
r

P
r
o
g
r
e
s
s
i
v
e

5
4

4
-

-
1
3

1
9

(
4
)

V
e
r
y

C
o
n
s
e
r
v
a
t
i
v
e

3
3

-
2

-
8

l
2

(
5
)

N
.

A
.
°

—
—

-
-

1
1

2
3

T
o
t
a
l

N
u
m
b
e
r

o
f

F
i
r
m
s

3
8

1
8

6
3

2
6
7

1
0
0

P
e
r
c
e
n
t
a
g
e

5
7

2
7

9
4

3
1
0
0

 

a
P
e
r
s
o
n
a
l

I
n
t
e
r
v
i
e
w
s
,

S
a
m
p
l
e

6
7

F
i
r
m
s
,

A
p
p
e
n
d
i
x

I
I
I
.

b
T
h
e

t
y
p
e

O
f

m
a
r
k
e
t
i
n
g

a
p
p
r
o
a
c
h

i
s

i
n
d
i
c
a
t
e
d

b
e
l
o
w

w
i
t
h

i
l
l
u
s
t
r
a
t
i
v
e

e
x
p
l
a
n
a
t
i
o
n

f
o
r

e
a
c
h

n
u
m
b
e
r
e
d

a
p
p
r
o
a
c
h

a
s

u
s
e
d

i
n

t
h
e

i
n
t
e
r
v
i
e
w

g
u
i
d
e
:

(
1
)

V
e
r
y

p
r
o
g
r
e
s
s
i
v
e
,

w
i
t
h

a
g
g
r
e
s
s
i
v
e

p
r
o
m
o
t
i
o
n

a
n
d

p
r
o
d
u
c
t

i
n
n
o
v
a
t
i
o
n
,

(
2
)

R
a
t
h
e
r

p
r
o
g
r
e
s
s
i
v
e
,

w
i
t
h

c
o
n
s
i
d
e
r
a
b
l
e

a
t
t
e
n
t
i
o
n

t
o

m
a
r
k
e
t
i
n
g

r
e
s
e
a
r
c
h
,

(
3
)

R
a
t
h
e
r

c
o
n
s
e
r
v
a
t
i
v
e
,

b
u
t

t
h
e
r
e

i
s

s
o
m
e

p
r
o
d
u
c
t

i
n
n
o
v
a
t
i
o
n

a
n
d

t
h
e

u
s
e

O
f

m
a
r
k
e
t
i
n
g

r
e
s
e
a
r
c
h
,

(
4
)

V
e
r
y

c
o
n
s
e
r
v
a
t
i
v
e
,

w
i
t
h

l
i
m
i
t
e
d

p
r
o
-

d
u
c
t

i
n
n
o
v
a
t
i
o
n
.

c
N
o
n
-
R
e
s
p
o
n
s
e
,

m
o
s
t
l
y

b
e
c
a
u
s
e

O
f

i
n
s
u
f
f
i
c
i
e
n
t

k
n
o
w
l
e
d
g
e
.

220



221

It should be noted that this perceived difference

in the degree Of competitiveness in both markets was not

affected by the stated difference in marketing approaches.

It was discovered that the degree Of competitiveness in

America was more or less objectively assessed as generally

stronger, regardless of the degree Of progressiveness of

the firm in its overall marketing approach,both in Japan

and in America. The cross-tabulation indicated that the

perception of the degree of competitiveness was not re-

lated to the firm's stance or approach to marketing. For

details, see Table 6-2.

The Future Prospects
 

For the majority of the firms surveyed, they viewed

their main products as having good future prospects in

America. The future prospects looked very fine, with

ample Opportunities available, for the main products of

23 firms (34 per cent) in Japan. Eighteen (27 per cent)

Of the firms reported very fine future prospects for»

their main products in America. Apparently more companies

believed that the future prospects for their main products

were better in Japan than in America. This result could

be expected in the light of the previous findings that

more firms took a progressive approach to marketing in

Japan,and that the market competitiveness was perceived

as stronger in America.
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TABLE 6-2.—-The relative competitiveness of American market and the degree of progressive—

ness in marketing strategy used in Japan and America.a

 

The Degree of Competitiveness in

American Market Compared

 

 

 

 

Marketing Approach in America to Japan Total

(Degree Of Progressiveness in : Number Per-

Marketing Strategy) Very Much Just About of Firms centage

More More the Same Less

(1) Very Progressive 7 5 6 3 21 31

(2) Rather Progressive 7 8 4 2 21 31

(3) Rather Conservative 6 2 5 —- 13 19

(4) Very Conservative 4 l 2 1 8 12

Total Number of Firmsb 24 16 17 6 63 94

Percentage 36 24 25 9 94

Marketing Approach in Japan

(1) Very Progressive 15 9 ll 3 38 57

(2) Rather Progressive 6 6 3 2 17 25

(3) Rather Conservative 3 l 2 -- 6 9

(4) Very Conservative l —- l l 3 4

Total Number of Firmsb 25 16 17 6 64 96

Percentage 37 24 25 9 95

 

aPersonal Interviews, 67 Firms, Appendix III.

bNon—respondents omitted. The percentages do not add up to totals because of

rounding.
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Twenty-seven firms (40 per cent) reported fairly

good prospects which should prove to be profitable fxu:

their main products sold in Japan and 28 firms (42 per

cent) for the main products sold in America. Thus those

firms reporting the Optimistic outlook for their main

products totaled 50 firms (75 per cent) for the main pro-

ducts in Japan and 46 firms (69 per cent) for the main

products sold in America, if the figures were combined with

those with very fine prospects.

The firms which reported the Optimistic outlook for

their main products both in Japan and America simultaneously,

moreover, totaled 40 firms (60 per cent Of those surveyed).

Therefore, the dominant outlook for the future prospects

of the Japanese manufacturing firms' main products was

quite Optimistic. Only 12 firms (18 per cent) felt that

the prospects in America were "not bad bUt could not expect

too much." It should be noted that this pessimistic out-

look was basically unrelated tO their outlook for their

main products in Japan. This was evidence pointing to the

fact that success in the domestic market in Japan was no

guarantee of similar success in America. See Table 6—3.

Market Coverage and Industrial

Characteristics

 

 

In the pattern of adaptation previously discussed,

it was pointed out that the industry characteristics were

a determining factor in influencing the size Of operation

and the form Of establishment. Therefore, an attempt was
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made to compare the type of markets-—either consumer or

industrial--which a firm served both in Japan and in

America. The result indicated that a significant dis-

crepancy did not exist between the type Of markets the

firm served in both nations.

The only significant finding was the existence of

the firms which catered only to the consumer market in

America but covered both industrial and consumer markets

in Japan (8 firms or 12 per cent). Outside of this

difference in market coverage, there did not exist any

significant deviation as to the type of markets served.

See Table 6-4 for details.

At this point, it could be asked whether the type

of market a firm was in--either consumer or industrial

markets--had any significant impact on the firm's future

prospects for the main products as reported previously.

The test Of this relationship was conducted. The result

indicated that it was unlikely that the type of markets

served influenced the future prospects in either country.

Although no standard statistical test of significance was

applied, the data in Table 6-5 would attest to this con-

clusion.

Customer-Prospect Mix

The main problem facing those engaged in

international marketing operations is that the

marketing strategies and techniques used in

domestic markets are not necessarily effective

in foreign markets. The marketing mix must be

individualized on a country—tO-country basis.

The marketing man must be sensitive to the
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cultural pecularities Of each country so that com-

munication with the foreign buyer may occur within

the framework of his life and customs.

The Product Image
 

For those Japanese manufacturing firms operating

in America, their product image was radically different

from that enjoyed in the home market. For instance, there

was only one firm which had the image Of unknown brand

but a good buy in the home market, but in America 17

firms believed that this characterized their product

image. By the same token, 8 firms had a low cost, high

quality image for their products in Japan, but 26 firms

felt this characterized their image in America. Similarly,

the leading brand, trustworthy image was shared by 38

firms in Japan, but by 12 firms in America. The well-

known, reliable image was shared by 39 firms in Japan, but

by 21 firms in America. Apparently, the difference was due

to the weak market penetration on the part of the firms

surveyed, combined with the traditional consumer resist-

ance to new, unknown brands. TO illustrate this point,

the image Of major brand, many attractive features was

enjoyed by 25 firms in Japan, but by 12 firms in America.

The commonly shared images both in Japan and in

America were the following: best value for the price,

by 17 firms in each, careful workmanship by 9 firms in

 

lGerald Zaltman, Marketing: Contributions from the

Behavioral Sciences (New York: Harcourt, Brace & World,

Inc., 1965), p. 8.
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Japan and 10 firms in America, superior engineering and

technology by 20 firms in Japan and by 14 firms in the

United States. For details, see Table 6-6.

TABLE 6-6.-—The product image of the firm in America and

in Japan.a

 

Number Of Firms

 Product Image of

 

the Firm America Japan

NO. % NO. %

Low cost, high quality 26 39 8 l2

Well-known, reliable 21 31 39 58

Best value for the price 17 25 17 25

Unknown brand, but a good

buy 17 25 1 1

Superior engineering and

technology 14 21 30 30

Leading brand, trustworthy 12 18 38 57

Major brand, many attractive

features 12 18 25 37

Careful workmanship 10 15 9 13

Total Number Of Firms

Surveyed 67 100 67 100

 

aPersonal interviews, Appendix III.

The product image could be influenced by a wider

range of factors than those affecting the product appeals.

The product image, for instance, would be affected by the

relative market position Of the firm, by the product know-

ledge Of the consumer, or by the general consumer
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resistance to Japanese goods. The product appeals, on

the other hand, would depend more on specific product

attributes and the firm's promotional efforts.

Therefore, inquiry about the product appeals was

made to find out how the firms perceived their major pro-

duct appeals in America. The results indicated that

there was no significant difference in the product appeals

in Japan and America in terms Of their relative frequency

Of occurrence in the aggregate. Except for the appeals

represented by low price and good brand image, other

aspects of product appeals had a similar frequency of

occurrence between Japan and the United States. The

exceptional cases of the product appeals regarding low

price and good brand image closely corresponded to the

findings discussed under the product image. Twenty-three

per cent more firms chose low price and twenty per cent

fewer firms chose good brand image as applying to America.

It is interesting to note that such product appeals as

high or good value, high quality, good styling and

design, careful after-service, and newness in product

features were mentioned by the firms surveyed almost an

identical number of times in the aggregate in Japan and

America.

However, from a micro—standpoint, only about half

Of the firms surveyed believed that the same product

appeals did apply to both countries, if the less
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discriminating appeal of high quality was omitted from

the above list.

The Japanese manufacturing firms, therefore, did

perceive a difference in markets as represented by the

product appeals, assuming that their major products were

the same in both. This tendency was especially noticeable

for such product appeals as newness in product features

(55 per cent agreement), good styling and design (62

per cent agreement), and high or good value (62 per cent

agreement).

Part of such differences was Of course due to the

levels Of national economy Of both countries, as was the

case with high or good value. But it could not be

denied that non-economic, behavioral appeals did cause

the difference in both nations such as newness in product

features and good styling and design.

All in all, there were no differences in the relative

frequency Of the product appeals which were mentioned in

the aggregate. But there seemed to be a considerable

discrepancy between a firm's product appeals in Japan

and those in America. For details, see the summary

matrix of the major product appeals in Japan and America

given in Table 6-7.

Degree of Market Segmentation
 

Who are the customers of the Japanese manufacturing

firms' products? And whom do they wish to have as
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customers? Theoretically, each firm should have its own

market segments based on the communality of those needs

and wants Of the customers and prospects which each firm

wants to satisfy in a unique fashion. Although it was

not attempted to measure the degree of market segmentation

each firm attempted, a general question was asked of the

respondent firms in order to find out if any difference

existed in the typical market segments which they served

in Japan and America. The question was: "What main seg-

ments Of the market do you try tO serve with your com-

pany's major products?"

The answers were indicative Of a priori thinking on

the degree of market segmentation used in America. First,

in industrial goods the market targets were specific and

definite because of the location and the needs and wants

of the buyers. Products were produced to universal techni-

cal specifications and not much change in the type Of

buyers was conceived of in America. And this was indeed

the case with the firms dealing with American industrial

buyers in the O.E.M. market, e.g., manufacturing concerns

like auto makers. For these firms, the target market

segments were the same for both countries (11 firms or

16 per cent Of the total).

On the other hand, for consumer goods, the setting

of specific market targets or segments in America would

involve more complicated planning and more sophisticated

programs than in Japan. Because Of the difference in
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culture, the behavioral patterns--the needs and wants Of

the consumer—-might conceivably be different. This would

make exact specifications Of American market segments a

hazardous and difficult affair, causing the marketing plans

to be less geared to well-defined narrower targets and mak-

ing them more all-inclusive of many market segments.

From the aggregate data on the respective market

target segments in both countries, it could be tentatively

indicated that there was a tendency to have less defined,

wider market segments in America than in Japan for the

firms surveyed. First Of all, the aggregate data indi-

cated that the two most frequently mentioned segments

were all income group and anyone who tries to buy the

product. The all income group category was chosen by

39 per cent of the firms as applying to the Japanese

market and by 45 per cent Of the firms as applying to

the American market. The anyone who tries to buy the pro-

duct category was selected by 24 per cent of the firms for

the Japanese market and by 31 per cent Of the firms for

the American market.

These two all—inclusive segments were the only ones

with significant difference (6—7 per cent) between the

two countries. All other segments were chosen for both

nations with Similar frequency.

Why, then, was such all-inclusive segment desig- "

nation widely used in Japan in the first place? The homo-

geneous nature Of Japanese society was conducive tO the
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use of saturation marketing in many instances, as evi-

denced by the merchandising of photographic goods, which

represented the first Japanese quality consumer durable

goods accepted in both domestic and world markets by

discriminating buyers.2 And apparently such saturation

marketing on the part Of other manufacturing firms did

not require detailed segmentation of the home market either.

It could be inferred, therefore, from the aggregate

data that a similar posture Of saturation marketing was

implicitly brought over in many manufacturing firms' ap-

proach to market segments in America. Additional evidence

to illustrate this point was the highest degree Of agree-

ment between the Japanese segments of "all income group"

and "anyone who tries to buy the product" and the corre-

sponding American ones. A surprisingly high proportion

of firms chose both responses as descriptive of their

intended market. There was an agreement Of 92 per cent

(24 firms) in the case of "all income group" and that of

94 per cent (15 firms) for choosing "anyone who tries to

buy the product."

In general, the degree Of coincidence or agreement

of the same market segments chosen in America and in

Japan was fairly high for most of the segments listed on

the interview guide. (See Table 6—8 for details and seg-

ment designations.) The exceptions were found for the

 

2Bernstein, op. cit., pp. 112—113.
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segments of "low income group" with a 50 per cent agree-

ment and of "lower social class" with a 33 per cent agree-

ment in both markets.

Apparently, a much higher standard Of living in

America made the direct adoption and transfer Of a similar

segment difficult for a Japanese product. However, it

should be noted that in the middle and high income group

and in middle and upper social class, the degree Of

agreement between the corresponding segments comparable

tO both nations was much higher. This might suggest some

behavioral similarity in these segments, as far as the

Japanese products were concerned.

These conclusions were merely tentative for the

discussion of the market segments. Aside from the vertical

segmentation used in the analysis, the horizOntal or geo-

graphical base, as well as more specific behavioral ones

based on the communality Of needs and wants, must be used.3

Also, a more elaborate measurement tool of the degree of

market segmentation must be used than the approximation

used for the analysis here. However tentative the con-

clusion might be, it would seem that a lack Of appreciation

Of the heterogeneous nature Of American society, as Op-

posed tO the homogeneous Japanese culture, did characterize

the posture of Japanese manufacturing firms Operating in

America. The heterogeneity would invariably dictate

 

3See William H. Reynolds, "More Sense About Market

Segmentation," Harvard Business Review, XLIII, 5 (September,

October, 1965), 107—114. This article indicates common

pitfalls in understanding the tOpic and gives a neat summary

Of arguments involved.
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detailed specification of the target market segments in

America. But the prevailing attitude was to widen it in-

stead. Also there was a tendency to specify the same

market segments as in Japan and use them as the base Of

marketing efforts.

For details, see Table 6-8, which follows.

Product-Service Mix
 

There are few elements Of a company's market-

ing Operations which, when subjected to critical,

Objective, and systematic appraisal, afford a greater

Opportunity for improving over-all product lines.

. The challenge to marketing today is tO find

ways of dealing more effectively with current pro-

ducts under current conditions.

Product Diversification
 

By examining the amount Of product Offerings Of the

major product line, it was found that the number Of differ-

ent models or variations offered in America tended to be

smaller than in Japan. For instance, of the 40 firms (60

per cent Of the total) reporting having more than 21 vari-

ations or models in the major product line in Japan, 3

firms Offered only 1 to 3 product models, 9 firms 4 through

10, and 6 firms 11 to 20 models in America. Also, more

than 11 product models or variations were Offered in the

major line by 51 firms (76 per cent) in Japan, but by 36

 

uD'Orsey Hurst, "Criteria for Evaluating Existing

Products and Product Lines," reprinted in Thomas L. Berg

and Abe Shuman (ed.), Product Strategy and Management

(New York: Holt, Rinehart and Winston, 1963), p. 163.
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firms (53 per cent) in America. Thus the width Of the

major product line was much narrower in America.

Against this general pattern, it should be noted

that there were four firms which offered more product

models or variations in the major line in America than

in Japan. Apparently the width of the major product line

was an important factor in marketing success. And this

might indicate the relative emphasis Of the American

market over the domestic one for these firms. If the

number of product variations or models in the major line

did indicate the degree of corporate efforts to match the

product Offerings to the heterogeneous market require-

ments, the existence of these four firms did suggest cor-

responding adjustment in marketing and product strategy

Of the Japanese manufacturing firms. Also this might be

indicative of the need for less product variations in

Japan because of "saturation marketing" mentioned earlier.

See Table 6—9 for the comparison of the number Of models

in the major line.

If the measure of diversification was extended to

cover the entire lines of products, the Japanese manu—

facturing firms in general indicated a high degree Of

diversified Operations. But their American Operations

had a much smaller degree Of diversification in product

lines. Table 6-10 indicates this relationship.

In America, 14 firms (21 per cent) had only one

basic line Of products, whereas there were 7 firms in
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Japan with but one basic product line. Similarly, there

were 14 firms (21 per cent) with two basic lines in

America, but in Japan there were 8 firms (12 per cent)

with two lines. Thus the number Of firms handling one

or two basic lines of products in America was twice as

large as those in Japan.

Although there were three firms which handled more

product lines in America, they were exceptions. In general,

the overall aggregate pattern Of the width Of product lines

looked quite similar to that of product model or variation

in the major line. Probably similar underlying reasons

discussed earlier under product models and variations

would apply to the difference between the width of the

basic product lines in America and in Japan.

However, there was no apparent relationship between

the degree of product diversification measured by the

number Of basic lines of products and the model variations

within the major product line. The result Of this test

is presented in Table 6-11.

Finally,in order to find out the overall degree of

product diversification, a question was asked: "How many

different products (items or models) are there in your

total product lines?" The answers to this question showed

that there were 14 firms (21 per cent) with more than

3,000 products Offered in Japan. In contrast, there were

only 2 firms (3 per cent) in America with more than 3,000

product Offerings.
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There were 5 firms (7 per cent) with 10 or less pro-

ducts in their entire Offerings in Japan. But the similar

firms with 10 or less products in America increased to 20

firms (30 per cent). Thus it was clear that in America

most firms tended to limit their product Offerings sharply,

as against the case in Japan. For details see Table 6-12.

Interaction With the Customer-Prospect

and Product-Service Mix

Regarding the width of the product, it could be argued

that the more diversified a firm, the more likely it was

for the firm to use refined market segmentation. In this

respect, those firms which replied that they sold to "any-

one who tries to buy the product" as the main segment Of

the customers in America could very well be the ones with-

out systematic planning on market segments to cultivate

(Table 6-8 on page 238).

Based on such an assumption and reasoning, the ratio

of the firms which replied in the affirmative to the above

question of the segment was examined with regard to the

number Of product variations or models in the major line,

the number Of the basic product lines, and the total num—

ber of the different products or items of the firm. The

result was indicative, though not conclusive, of the

assertion that there might be a significant relationship

between the way the firm defines its market segments and

the amount of product diversification. See Table 6-13

for details.
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TABLE 6-13.--The relationship between the choice Of a certain market segment and

the amount of product variation, the number of basic line of products, or the

number of different product offerings.8

 

The Market Segment Selected

 

 

Product Variations or , "Anyone Who Tries to Buy the Product" Categoryb

Number of Product Models

in the Major Line in In America In Japan

America Number HorizontalC Number Horizontaln

of Firms (%) Percentage of Firms (%) Percentage”

(l) l-3 4 (19) 44 3 (19) 33

(2) 4-10 8 (38) 38 5 (31) 24

(3) 11-20 3 (l4) 23 3 (19) 23

(4) 21 or More 6 (29) 26 5 (31) 22

Total 21 (100) 31 16 (100) 24

 

Basic Line of Products

in America

 

 

 

 

(1) One 7 (33) 50 6 (38) 43

(2) Two 4 (19) 29 3 (19) 21

(3) Three 3 (14) 25 3 (19) 25

(4) Four or More 5 (24) 21 4 (25) 17

(5) N. A.d 2 (10) 67 —- -- -—

Total 21 (100) 31 16 (10C) 24

Number Of Products

Offered in America

(1) 10 or less 9 (43) 45 6 (38) 30

(2) 11—30 2 (10) 20 2 (13) 20

(3) 31-100 5 (24) 26 5 (31) 26

(4) 101-300 1 ( 5) 14 l ( 6) 14

(5) 301-1,000 2 (10) 33 l ( 6) 17

(6) 1,001-3,000 -- -- -- -- -- -—

(7) 3,001 or more 1 ( 5) 5O 1 ( 6) 50

(8) N. A.d 1 ( 5) 50 —— —— -—

Total 21 (100) 31 16 (100) 24

b
aPersonal Interviews, 67 Firms, Appendix III. See Table 6-8.

cOf the firms belonging to each row designations, which covered other segments

as well.

dNon-response.
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For instance, the market segment of "anyone who

tries to buy the product" was chosen by a relatively high

proportion Of the firms with narrow product lines and

limited product Offerings. And the same market segment

was chosen as an intended target Of marketing efforts by

a relatively small percentage of the firms with many prO-

duct variations and basic product lines. As far as the

choice of this particular segment of "anyone who tries to

buy the product" was concerned, there was not a wide dis-

crepancy in its general pattern either in America or in

Japan. However, in the aggregate, 5 more firms (7 per

cent) chose the segment in America as over in Japan, indi-

cating that more firms tended to use less defined, all-

inclusive delineation of the market in America.

Product Innovation
 

Fairly aggressive product development and new prO-

duct introduction were observed among the firms surveyed.

The result of the survey indicated that 16 firms (24 per

cent of those surveyed) introduced more than 21 new pro-

ducts per year in the home market of Japan. AS might be

expected from the previous findings, the number Of firms

which introduced more than 21 new products a year in

America was smaller. And yet, it Should be noted that

6 firms (9 per cent) introduced more than 21 new products

per year in America.



248

As for the firms which introduced less than 2 new

products a year, there were 14 firms (21 per cent) with

such a conservative stance in Japan, while there were as

many as 33 firms (49 per cent) with less than 2 new pro-

ducts introduced within the past year in America. Again

this result conformed to the generally conservative stance

in marketing strategy and the existence of many limiting

factors for market segmentation in marketing efforst in

America.

As to the role of product design in the total market-

ing effort, it should be noted that 7 firms indicated that

design was not very important in their marketing effort

in either country. Most of them were industrial goods

firms and this was understandable. TO them universal

technical specifications Of the components or materials

should be more important than design considerations.

However, the overwhelming majority of the firms,

50 or 75 per cent in America and 49 or 73 per cent in

Japan, indicated that the product design played an im-

portant role in the firm's marketing effort. A design

specialist was used by two firms in Japan and by three

firms in America—-this fact was Significant in that the

information was voluntarily supplied by additional write—

ins.

A proportionately higher percentage Of the firms

reported that "recommendations of marketing people
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usually get adopted in designing" in Japan than in America

by a margin of 8 per cent. Similarly the response,

' was chosen"engineers usually come up with good designs,‘

by 25 per cent of the firms in Japan and by 18 per cent of

the firms in America--a margin Of 7 per cent. These were

the only Significant differences between America and Japan.

A negative comment of the engineers not quite responding

to the market needs was given by 3 per cent of the firms

for Japan and by 6 per cent Of the firms for America.

It seemed that the majority Of the firms believed

that product design played a significantly more important

role in the total marketing effort in America than in

Japan. Also they felt that the recommendations of market-

ing people tended to have less voice in product design in

America. And finally they perceived that the design prob-

lems were more complex and difficult for the American

market. See Table 6-15.

Product Technology
 

From the technological perspective, the Japanese

products seem to be quite competitive in the international

market. It seems that there no longer exists a signifi—

cant technological gap between the industrialized nations

of the West (America and European countries) and Japan.

Therefore, for the products offered by the Japanese

manufacturing firms in America, it could be said that

there is no fundamental disadvantage from the general prO-

duct technology level.
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TABLE 6-15.-—The comparison of the role of product design, the degree of adopting recom-

mendations from marketing in designing, and the evaluation of engineering in generating

marketable designs.a

 

 

 

 

 

 

 

 

In America In Japan 9

Product Design Diffiience

Number Per- Number Per- Percentare

of Firms centage Of Firms centage 5

The Role Of Product Design in

Marketing Effort

(1) Not very important 10 15 8 l2 3

(2) An important marketing

tool 20 3O 18 27 3

(3) Very important to

marketing success 30 45 31 46 1

The Recommendations Of

Marketing Peqple

(4) Usually get adopted

in designing 13 19 18 27 8

(5) Are not reflected on

designing 4 6 5 7 l

The Performance of

Engineers

(6) Our engineers usually

come up with good

designs l2 l8 17 25 7

(7) Our engineers do not

necessarily respond

to what market desires 4 6 2 3 3

(8) Design specialist used 3 4 2 3 l

 

aPersonal Interviews, 67 Firms, Appendix III.
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Needless to say, the first requirement for the

successful cultivation of an overseas market for manu—

factured goods is the product's technological soundness.

In this respect, the Japanese level of product technology,

its application, and the amount Of product innovation is

not inferior to that Of the West,though in the post-war

period there were allegations of inferiority Of Japanese

goods. In some areas, the Japanese technology enjoys a

clear superiority. It is more a matter Of product types

or kinds of goods than the general level of technology

which determines the actual technological level as a

determining factor in international marketing. It will

be unnecessary to quote the classical laws Of comparative

advantage and cite the facts of international "hori-

zontal division and specialization" in manufacturing.

From the general standpoint Of the level of product

technology, the Japanese products which are superior by

Western standards are: (l) the labor intensive type

goods such as ceramics, light machinery, toys and tex-

tiles, and (2) the historically government supported in-

dustries and goods such as pig iron, shipbuilding, railway

equipment, communication and Optical equipment, ferti-

lizer and cement.5

 

5Noboru Makino, "Rijun O Sasaeru Mittsuno Gijutsu

Senryaku" (The Three Technological Strategies to SuppOrt

Profit), The Bessatsu Chuokorop, Keiei Mondai, Summer,

1966, pp. 102-104.
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On the other hand, the Japanese products with in-

ferior technology are (1) the automobile and auto-related

industries and (2) the products related to the special

demand of space exploration and modern national defense.6

In between these two poles Of superiority and inferiority,

there are numerous products with similar levels Of tech—

nology. They could be characterized as (1) products based

on imported technology and (2) the general consumer goods.7

A summary view Of Japan's level Of productive technology

as compared to the Western standards is given in Table

6-15.

From the above discussion of the technological level

Of Japanese business, it would be apparent that there

really does not exist any fundamental handicap or dis-

advantage for most Japanese manufacturing firms in extend-

ing their marketing activities to the United States, as

far as their overall technological level Of products is

concerned. It does not affect the overall pattern of

adaptation to America as a decisive factor, although it

is a most important one. The variation in the pattern

of adaptation may, therefore, come from the management,

marketing, or planning factors rather than technology.

To illustrate this point, examples indicating the level

of Japanese technology will be given in the remainder of

this section.

 

Ibid. 7Ibid.
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TABLE 6-16.--Japan's level of productive technology as compared to the Western

industrialized nations by type of products.a

The Comparative Level Of

Productive Technology

 

 
._. .- ._,, 3

Materials Machinery Chemicals

 

At Superior Level
 

(l) The Labor Intensive

(2) The Government Sup-

ported Industries

At Similar Level
 

(1) Based on the Imported

Technology

(2) General Consumer

Goods

At Inferior Level
 

(1) Automobile Related

Ceramics

Pig iron

Aluminum

Ordinary steel

Coated Steel

plates

Copper

Zinc

Wire

Construction

materials

Insulating

materials

Casting and

forging metals

Special steel

Diecast

Radios, Cameras

Sewing machines

Textile machinery

Watches

Mechanical toys

Shipbuilding

Railway equipment

Communication

equipment

Optical machinery

Electrical motors

Electron tubes

Applied electrical

apparatus

Office machines

Machine tools

Agricultural

machinery

Home use

electrical

machinery

Friction bearings

Automobiles

Manufacturing

tools

Specialized tool-

ing machines

Chemical fibres

(Rayon, etc.)

Fertilizers

Cement

Plastics

Synthetic

fibres

Petro-chemicals

Paint

Dyes

Inorganic

chemicals

Synthetic rubber

Glass

 

Presses

Metal tooling

machines

(2) The Special Demand Heat-shielding Aircrafts,

Related materials rocketry

Rare metals Nuclear reactors

Electronic com-

puter

Control apparatus

aSource: Noboru Makino, Ibid., p. 103, which was based on an extensive survey

conducted by the Ministry of International Trade and Industry Of Japan.

dustrialized

 

Western in-

nations include major EurOpean nations, Canada and the United States.
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By 1963, for instance, the Japanese shipbuilders

had adopted several methods to cut their production costs.

It was not the low pay scales and somewhat lower steel

costs alone that had helped build the foundation for the

rapid expansion Of its business. They were saving on

labor, material and construction time by employing a

modified prefabricated technique called welded-block

construction--a genuine innovation in the production

process.8 The Japanese shipmakers were also making their

own marine diesel engines and steam turbines at the yard

while the vessels were under construction, and they had

also developed a new pudgier tanker with a Short, wide

hull and a deeper draft that required less steel to build--

again a true innovation,in that it defied the traditional

thinking of the hull design based on well-established

principles Of aqua dynamics.9

Japan kept building bigger and more SOphisticated

tankers. The 150,000-deadweight-ton Tokyo Maru was com-
 

pleted by the end of 1965, and the Japanese transportation

ministry was pushing development Of techniques for build-

10
ing 250,000-ton tankers. Ishikawajima-Harima Heavy

 

8"Japanese Assembly-Line Methods Speed Ships Down

Ways, Cut Costs, Lure Orders," The Wall Street Journal,

Thursday, August 22, 1963, p. 4.

 

91bid.

10"What U. S. Companies Are Doing Abroad," U. S.

News & World Report, October 18, 1965, p. 137.
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Industries, Ltd. Of Tokyo completed and delivered a tanker

which could carry four different kinds of Oil at one time

because Of the unique design and special pipings devised.ll

Similar examples of technological innovation could

be Observed for the other types Of goods listed in Table

6-16 as enjoying a superior level Of technology compared

to the Western nations. The examples are numerous starting

with the New Tokaido Railway; but discussion of them is

Obviously outside the scope of this analysis.

It will only be necessary, therefore, to point out

the fact that in industries where the level of technology

is inferior according to Table 6-16,there is evidence to

indicate that Japanese know-how is rapidly catching up

with the West.

Through their affiliations with U. S. prime

contractors, two Japanese firms eye active partici—

pation in the programs of the Communications

Satellite Corporation (COMSAT).

For Nippon Electric, a COMSAT contract to

provide nearly half a million dollars' worth of

multiplex relaying equipment at Paumalu, Hawaii,

and Brewster Flats, Wash., is considered a di-

rect result of its association with Hughes Air-

Craft Company.

Similarly, a tie-up with TRW, Inc., is

yielding benefits for Mitsubishi Electric as Sub-

contractor on two large space-related orders.

Mitsubishi is to turn out power control units and

transformers for six COMSAT satellites for which

TRW is prime contractor.12

 

11The Japan Economic Journal, Tuesday, June 8,

1965. p. 7.

12"What U. S. Companies Are Doing Abroad," U. S.

News & World Report, July 4, 1966, p. 73. (The article

copyrighted by U. S. News & World Report, 1966.)
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And again:

Discard those Old notions about Japan as a

nation of industrial copycats.

Japanese scientists and engineers are experi-

menting, innovating, coming up with new industrial

products and processes. Convincing testimony: U.S.

firms are buying Japanese ideas. While the main

flow of new techniques and technology still is from

West to East, several companies are finding it pro-

fitable to reverse the flow, import Japanese know—

how.

* Ayerst Laboratories has signed a lO-year

contract with Toyo Brewing. It involves the pro-

duction in the U. S. of a new Toyo-developed anti-

biotic, for U. S. and Canadian sale.

* Goodyear Tire & Rubber is buying technology

from Japan's Bridgestone Tire. It covers production

Of a synthetic rubber with superior resistance to

abrasion, overload.

* Esso Research & Engineering has acquired

production and sales rights on a special plastic

tubular film developed by KOkOku & Rayon Pulp for

packing such items as food and textiles. Rights

cover U. 8., EurOpe, except Britain.

* Bethlehem Steel is interested in a new

centrifugal casting process perfected by Kubota

Iron & Machinery for the manufacture Of rolls for

steel rolling mills. The kubota process is said

to deliver a stronger, higher quality casting, in

quantity, at less cost.1

Promotional or Marketinngix
 

Like many concepts, the marketing mix concept

seems relatively Simple, once it has been expressed.

I know that before the ideas involved were ever

tagged with the nomenclature of "concept," the ideas

were widely understood among marketers as a result

of the growing knowledge about marketing and market-

ing procedures that came during the preceding half

century. But I have found for myself that once the

ideas were reduced to a formal statement with an

accompanying visual presentation, the concept Of

the mix has proved for me a helpful device in teach-

ing, in business problem solving, and generally as

an aid to thinking about marketing.1

 

13U. S. News & World Report, December 6, 1965, p. 106.

1”Neil H. Borden, "The Concept Of the Marketing Mix,"

in Science in Marketing by George Schwartz (ed.) (New York:

John Wiley & Sons, 1965), p. 395.
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Advertising
 

The most important and fundamental ingredient of any

market communication effort is the purpose Of the message

15
to be conveyed. And of course, culture plays a crucial

role, as it can also be viewed as communication.16

Therefore, the advertising appeals used by the firms

were expected to be rather significantly different from

those used in Japan. Instead Of rather technical comparison

of media, theme and advertising allocation by individual

firms, a macro investigation of the fundamental appeals

used for the firm was attempted. From this perspective,

a question was asked: "When advertising your company's

products, which appeals do you emphasize most?"

The answers to this question did indicate a rather

significant difference in the emphasis Of basic advertising

appeals used in America and in Japan. See Table 6—17 for

details. In both nations, the quality of the product was

the first and the top advertising appeal emphasized with

equal frequency (61-63 per cent). The factual information

about the product was the least frequently selected as the

advertising appeal emphasized most (by 22 per cent Of the

firms in America and by 27 per cent in Japan).

 

l5Communication net theory and other theories of

communication. See Thomas Staudt and Donald Taylor, A

Managerial Introduction to Marketing (Englewood Cliffs,

N. J.: Prentice Hall, Inc., 1965), pp. 353-370.

16This viewpoint is given in Edward T. Hall, Tee

Silent Language (New York: Fawcett World Library [Pre—

mier Books], 1961).
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Comparing the use of major advertising appeals,

there was a rather significant difference between the two.

In America, the value of the product was the second most

frequently used appeal by 46 per cent of the firms, followed

by the brand or company name being stressed (42 per cent),

the uniqueness of the company products (34 per cent), and

the general benefits derived from the products (30 per cent).

In Japan, this pattern was almost reversed. The

second on the list was the brand or company name with 54

per cent Of the firms, followed by the general benefits

(43 per cent), the emphasis Of the value Of the products

(40 per cent) and the uniqueness (36 per cent).

Judging from this pattern, it seemed that the relative

strength of the firm in both markets affected the selection

of the appeals more than the cultural differences involved.

The brand names were stressed more Often in Japan, probably

to cultivate selective demand. In America weak corporate

or brand position of the firm made this appeal less tenable.

However, the emphasis on the value Of the products was much

more frequently used in America. This could be construed

as indicating the purchase behavior of the American people

-—perceived to be more rational and scientific instead Of

being emotional and general as in Japan.

Personal Selling
 

Out of 67 firms surveyed, 29 firms (43 per cent)

indicated that they used personal selling or the sales
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force in America. Thirty-two firms (48 per cent) replied

in the negative and there were 6 firms (9 per cent) without

definite responses. The chief problems related to the use

Of sales personnel were asked Of the 29 firms using the

sales force in America. See Table 6—18 for the results.

Recruitment, selection and hiring headed the list

of the chief problem areas (48 per cent of the firms using

personal selling effort). This was followed by competence

and quality Of sales personnel (also 48 per cent), and

training and developing (31 per cent). In Japan, the

problem areas were considerably different. It was train-

ing and developing which headed the list with 48 per cent

of the firms using the sales force, followed by competence

and quality of sales personnel (31 per cent) and recruit-

ment, selection and hiring (17 per cent).

This difference apparently was indicative of the

Japanese practice of the sales force development based on

the lifetime employment system, in which career junior

executives occupy key line positions. Quite Often Ameri—

Acan firms would use independent, professional salesmen

under similar circumstances. The fact that training and

developing was mentioned third on the list by 31 per cent

Of the firms using the sales force might indicate a sys-

tematic effort to transplant and modify Japanese-style

organizational arrangement, covering the sales force in

America. As a matter Of fact, many firms did use their

own Japanese staff members in line sales positions.
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Pricing

With vigorous new product development activities on

the part of the Japanese manufacturing firms, pricing Of

new products in America assumed a crucial role in the over—

all marketing strategy. Of the many factors that influenced

the pricing decisions Of new products, an attempt was made

to determine the relative importance of the five major

factors: economic, financial, competitive, psychological

and sociological. This attempt was based on the historical

assumption in which the firm traditionally employed marginal

as against average pricing in America. The main reason for

this, of course, was the incremental nature Of additional

product lines to the parent firm's overall cost structure

and the concept of the overhead costs in Japan, which at

times included the direct labor because of the lifetime

employment system.

From the investigation of the relative importance Of

the five major factors, it was evident that the firms used

basically the same rationale and reasoning in new product

pricing in America, with only a minor modification. The

modification was chiefly in the relative emphasis on the

financial soundness and the competitive strength as af—

fecting the determination of new product prices. In Amer-

ica, the financial consideration was not as frequently the

prime reason, but the competitive strength was by far of

prime importance.
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Thus, although the competitive strength was the most

frequently mentioned factor for pricing in both markets,

there was much more emphasis on the basis Of competition

as the major factor in new product pricing in America.

The firms utilizing psychological impact for pricing seemed

to recognize the importance Of marketing considerations in

pricing decisions. For details, see Table 6-19.

Other Demand Creating Forces
 

Of widely used sales promotion methods, the most

popular one in America seemed to be participation in

trade shows and exhibits, which was the choice Of 60 per

cent Of the firms, surpassing its use in Japan by 51 per

cent of the firms. The next widely used methods were

dealers sales contest, and customers sales contest or the

invitation of prospects to special events. They were

used in both markets to about the same degree. And no

significant difference was Observed between them except

for the dealers sales content, which was less widely

used in America.

As a demand creating force, the extent of research

and development activities could not be ignored. About

one—third of the firms believed that their R & D activities

were about the same as other Japanese firms in both mar—

kets (33 per cent in America and 30 per cent in Japan).

But 48 per cent of the firms did much more R & D than
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other Japanese competitors in Japan, reflecting the generally

progressive stance in marketing strategy Of the firms sur—

veyed.

However, those firms which had much more R & D than

other competitors in America dropped tO 25 per cent. In

both markets, the firms planning to place increasing

emphasis on R & D activities were about one—third of those

surveyed. Apparently many firms started realizing the

importance Of research and development activities and

their implications for marketing success.

Channel-Distribution Mix
 

Basic Channels of Distribution
 

The main difference in the basic channels of distri-

bution used in America as compared to Japan was the fewer

number of firms selling direct to customers and prospects

(11 firms or 16 per cent in America versus 20 firms or 30

per cent in Japan). As a corollary to this use Of less

direct channels in America, there were 11 firms (16 per

cent) which used one or two levels Of middlemen in America,

compared to 4 firms (6 per cent) in Japan that used one or

two levels of middlemen.

Other than this manifestation of such a use of longer

channels in America, there was no Significant differ-

ence in the overall pattern of the basic channels used.

The fact that the channel was shorter in Japan might sound

contradictory tO the common notion that the long channels
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of distribution were the overriding characteristics of

the Japanese distribution system. For instance, it is

reported that the use of long channels is the common

practice for both industrial and consumer goods in

Japan.17 How could this seeming puzzle be resolved then?

The most reasonable but tentative answer to the

above question would be that most Of the firms Operating

in America tended to have their own sales outlets, financed

and staffed by the corporate personnel in the Japanese home

market. This was made possible because Of the dominant

position of the firm or Of the unique financial advantage

to the customer resulting in intensive coverage Of the

home market, which, in turn, could sustain such a branch

or warehouse supported corporate distribution system.

An additional reason for the longer channel in

America was perhaps due to the weak market position Of

those firms, whose control Often ended at the wholesale

level and who could not use the direct channel, which was

relatively expensive and required a degree Of saturation

marketing backed up by volume or mass in motion.

Table 6-20 gives the basic channels in both

markets.

 

17George A. Elgass and Laurence P. Dowd, "Whole-

saling in Japan," in Robert Bartels, (ed.) Comparative

Marketing: Wholesaling in Fifteen Countries (Homewood,

Illinois: Richard D. Irwin, Inc., 1963), p. 164.
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Actually, the American marketing channels of the

Japanese firms were quite complex and dynamic. And not

all Of the presently used ones were ideal for the firm

using them, either. The ideal channel of distribution

for the firm differed somewhat in America for the Japanese

firms surveyed.

In America many firms preferred to sell direct

either through franchised dealers or through various re-

tail outlets (43 firms or 64 per cent); but in Japan a

smaller prOportion of the firms believed this to be the

ideal channel (32 firms or 48 per cent). It was easy to

see that behind this there was a desire to establish

managerial control over the channel to compensate for

other weaknesses in marketing efforts in America on the

part Of the Japanese firms. Also there were 8 firms which

considered selling through mass-merchandising outlets

(supermarkets, discount stores, chains, etc.) to be ideal;

but in Japan only one firm regarded this an ideal channel.

The relatively underdevelOped state Of mass-merchandising

outlets in Japan was no doubt part of the reason why this

was not selected for use in Japan.

As to the choice Of the indirect channel, the firms

considered this to be equally ideal in both (10 firms in

America and 11 firms in Japan). Fourteen firms con-

sidered selling direct and indirect at the same time

tO be ideal both in America and in Japan.
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A considerably larger number Of firms regarded

selling direct to customers as ideal in Japan (18 firms

or 27 per centF-compared to America (10 firms or 15 per

cent). The results corresponded closely with the actual

use Of this channel discussed earlier (Table 6-20). For

details, see Table 6-21.

Customer Service and Other Channel

Problems

 

The Japanese firms tended to emphasize the importance

Of the customer service, or "after-service" as they called

it, including technical services considerably more in America.

This emphasis on "after—service" was the only significant

difference in the extent Of the general customer service

of these firms in both markets. Therefore, it could be

reasoned that as far as the investigation went, there was

a stronger emphasis on the importance Of the customer ser-

vice in the total mix of marketing effort in America.

In spite of the cost involved, a significantly

higher proportion of the firms maintained a warehousing

system for the necessary parts in America than they did

in Japan. This might be a reflection Of the geographical

reality of the United States; but the relative emphasis

on customer service no doubt was a factor giving rise to

the warehousing system. See Table 6-22.

Were there any differences in the major problems

related to the channels of distribution used in America

and in Japan? The major difference in the chief problem



T
A
B
L
E

6
-
2
1
.
-
T
h
e

i
d
e
a
l

c
h
a
n
n
e
l

O
f

d
i
s
t
r
i
b
u
t
i
o
n

a
f
i
r
m

c
o
u
l
d

u
s
e

i
n

b
o
t
h

m
a
r
k
e
t
s
.
a

 

T
h
e

T
y
p
e

O
f

C
h
a
n
n
e
l

W
h
i
c
h

i
s

I
d
e
a
l

(
M
o
d
e
s

o
f

S
e
l
l
i
n
g

a
n
d

M
a
r
k
e
t
i
n
g

a
n
d

M
a
r
k
e
t
i
n
g

O
r
g
a
n
i
z
a
t
i
o
n
s

I
n
-

v
o
l
v
e
d
)

I
n

A
m
e
r
i
c
a

I
n

J
a
p
a
n

 

N
u
m
b
e
r

o
f

F
i
r
m
s

P
e
r
c
e
n
t
a
g
e

N
u
m
b
e
r

o
f

F
i
r
m
s

P
e
r
c
e
n
t
a
g
e

 

(
l
)

(
2
)

(
4
)

(
5
)

(
6
)

(
7
)

D
i
r
e
c
t

t
o

c
u
s
t
o
m
e
r
s

D
i
r
e
c
t

t
h
r
o
u
g
h

f
r
a
n
c
h
i
s
e
d

d
e
a
l
e
r
s

D
i
r
e
c
t

t
h
r
o
u
g
h

v
a
r
i
o
u
s

r
e
t
a
i
l

o
u
t
l
e
t
s

I
n
d
i
r
e
c
t

t
h
r
o
u
g
h

w
h
o
l
e
s
a
l
e
r
s

a
n
d

d
i
s
t
r
i
b
u
t
o
r
s

S
e
l
l
i
n
g

b
o
t
h

d
i
r
e
c
t

a
n
d

i
n
d
i
r
e
c
t

a
t

t
h
e

s
a
m
e

t
i
m
e

S
e
l
l
i
n
g

t
h
r
o
u
g
h

m
a
s
s
-
m
e
r
c
h
a
n
d
i
s
i
n
g

o
u
t
l
e
t
s

(
s
u
p
e
r
m
a
r
k
e
t
s
,

d
i
s
c
o
u
n
t

s
t
o
r
e
s
)

P
r
e
s
e
n
t

c
h
a
n
n
e
l

(
u
s
e

o
f

m
u
l
t
i
p
l
e
—

c
h
a
n
n
e
l
)

T
o
t
a
l

N
u
m
b
e
r

O
f

F
i
r
m
s
D

1
0

3
3

1
0

1
0

1
4

6
7

1
5

4
9

1
5

1
5

2
1

1
2 1

1
0
0

1
8

2
5

l
l

1
4

6
7

2
7

3
7

1
0

1
6

2
1

1
0
0

 

a
P
e
r
s
o
n
a
l

I
n
t
e
r
v
i
e
w
s
,

S
a
m
p
l
e

6
7

F
i
r
m
s
,

A
p
p
e
n
d
i
x

I
I
I
.

b

o
f

s
o
m
e

r
e
s
p
o
n
d
e
n
t
s
.

I
n
d
i
v
i
d
u
a
l

c
o
l
u
m
n

e
n
t
r
i
e
s

e
x
c
e
e
d

t
h
e

t
o
t
a
l

b
e
c
a
u
s
e

o
f

m
u
l
t
i
p
l
e

e
n
t
r
y

o
n

t
h
e

p
a
r
t

271



T
A
B
L
E

6
-
2
2
.
-
T
h
e

e
x
t
e
n
t

o
f

c
u
s
t
o
m
e
r

s
e
r
v
i
c
e
,

"
a
f
t
e
r
—
s
e
r
v
i
c
e
,
"

o
r

t
e
c
h
n
i
c
a
l

s
e
r
v
i
c
e
s
.
a

 

D
e
s
c
r
i
p
t
i
o
n

O
f

t
h
e

E
x
t
e
n
t

o
f

C
u
s
t
o
m
e
r

S
e
r
v
i
c
e

I
n

A
m
e
r
i
c
a

I
n

J
a
p
a
n

D
i
f
f
e
r
e
n
c
e

 

P
e
r
c
e
n
t
a
g
e

O
f

F
i
r
m
s

P
e
r
c
e
n
t
a
g
e

O
f

F
i
r
m
s

P
e
r
c
e
n
t
a
g
e

 

(
l
)

(
2
)

(
3
)

(
5
)

(
6
)

W
e

h
a
v
e

n
o

n
e
e
d

f
o
r

t
h
e
m

O
u
r

o
w
n

e
n
g
i
n
e
e
r
s

h
a
n
d
l
e

t
h
e
m

W
e

h
a
v
e

a
n
e
t
w
o
r
k

o
f

s
p
e
c
i
a
l
l
y

t
r
a
i
n
e
d

"
s
e
r
v
i
c
e
"

d
e
a
l
e
r
s

o
r

s
t
o
r
e
s

W
e

h
a
v
e

a
w
a
r
e
h
o
u
s
i
n
g

s
y
s
t
e
m

f
o
r

t
h
e

n
e
c
e
s
s
a
r
y

p
a
r
t
s

W
e

e
m
p
h
a
s
i
z
e

t
h
e
i
r

i
m
p
o
r
t
a
n
c
e

a
n
d

d
O

w
h
a
t
e
v
e
r

t
h
e

b
e
s
t

w
e

c
a
n

W
e

h
a
v
e

a
s
e
p
a
r
a
t
e

s
e
r
v
i
c
e

c
o
m
p
a
n
y

2
1

4
8

3
4

3
0

3
4

2
1

1
4

1
2

 

1
0
0

a
P
e
r
s
o
n
a
l

I
n
t
e
r
v
i
e
w
s
,

6
7

f
i
r
m
s
,

A
p
p
e
n
d
i
x

1
1
1
.

p
e
r

c
e
n
t

b
e
c
a
u
s
e

o
f

m
u
l
t
i
p
l
e

e
n
t
r
i
e
s
.

T
h
e

p
e
r
c
e
n
t
a
g
e

r
e
s
p
o
n
s
e
s

e
x
c
e
e
d

272



273

areas seemed to be the environmental one of legal regu-

lations and restrictions. Legal matters, resale price

maintenance, and cooperative advertising in America were

mentioned as the chief problem areas in 36 cases, as

compared to 14 cases in Japan.

Aside from the above area, other problems were

chosen with similar frequency by approximately the same

number Of firms as applying both in America and Japan.

Of these, price-cutting was mentioned most frequently.

See Table 6-23 for details.

Summary Review
 

As the base of making decisions affecting marketing

strategy, the Japanese firms used more outside sources,

such as marketing research agencies in America, than they

did in Japan. Such use was reported by 30 firms out Of

the total 67, but in Japan the use was limited to 22 firms.

Instead the existence and use of their own marketing re-

search staff were limited to 23 firms in America, while in

Japan 35 firms used their own marketing research staff.

Since there are numerous other sources Of marketing in-

formation, the relative emphasis on marketing research

apparently indicated the generally progressive approach

in marketing strategy mentioned earlier.

In a general way, two questions were asked of the

respondent firms to indicate the relative merits and

emphasis Of the four mix ingredients. The purpose was to
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find out the overall pattern differences in emphasizing

certain mix components in America and in Japan. In order

for the firm to succeed in the market place, the surveyed

firms believed that "to promote its products as superior

and better" was of first importance in America. And many

firms selected the item "to organize sales force and push

their products" to be third in importance, which was fairly

close to the second choice item "to develop new products."

On the other hand, "to develop new products" was

considered of first importance in Japan, which was followed

by the items on "to promote products" and "to organize

sales force." Thus it could be said that there was more

emphasis on new product development for a firm's success—

ful survival in Japanese market-—more so than in America.

Also to be noted was the fact that "to establish a dealer

or distributor network" was considered a key to succeed in

America by many firms. The difference for the need Of

dealer network was remarkably c1ear-—in Japan a few firms

considered it of vital importance.

From this overall pattern difference, it could be

argued that in America most firms considered the organ-

ization of marketing efforts in the promotional and distri-

bution mix much more important for the marketing success

than in the case of Japanese market. The second question

used to verify this point seemed to endorse this con-

clusion. See Tables 6-24 and 6-25.
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In summary, then, it could be said that in both

markets a better product as a result Of new product

development was a "must" of primary importance tO win

over competition, as perceived by the respondent firms.

In this respect there was no difference between America

and Japan. Next important on the list Of "musts" in

America were lower, competitive pricing and cooperation

Of good distributors, dealers, or retailers--both being

mentioned with similar frequency. The emphasis on these

two points was significantly stronger than in Japan,

underscoring the earlier findings. Advertising and sales

promotion were also slightly more emphasized as a competi-

tive weapon in America. See Table 6—25.



CHAPTER VII

CONCLUDING REMARKS

Precis Of Study
 

This is an investigation Of the marketing adjust-

ments, adaptations, and strategies of Japanese manufactur-

ing firms doing business in the United States. Infor-

mation has been derived from secondary sources as well as

personal interviews and a mail questionnaire. The per-

spective taken has been ecological and consequently at-

tention has been directed to contrasts in the business

environment between Japan and the United States.

The first step in the investigation was to determine

the magnitude and structure of Japanese business in the

United States. The findings are set forth in Chapter II

and may be highlighted as: (1) about 210 establishments

maintained by the Japanese manufacturing firms in four

major metropolitan areas, (2) a steady and continuing in-

crease in the American imports from Japan, and (3) a shift

in the product mix toward heavy and chemical industrial

goods and the goods requiring complicated marketing efforts.

Chapter III introduces the basic characteristics Of

Japanese business. In summary, these are: (1) the tradi—

tional features of Japanese business, (2) the way businesses
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are organized (the lifetime employment system), and (3)

some salient Operational characteristics as seen in group

decision—making practices.

Chapter IV states the value of using the ecological

view in this study, contrasts the imports of ecological and

environmental forces which affect business organizations,

and attempts a systematic description of their interactive

consequences upon business behavior as evidenced in the ad-

justment paradox Of the family system and the logic Of in-

dustrialization.

Turning to the empirical data, of necessity, only

those variables were selected for analysis which were

judged to be crucial in influencing marketing behavior of

the firm. Selection was accomplished by a search Of the

existing literature, and, in particular, by an implicit

review of relevant ecological forces and factors presented

in the previous chapter about Japanese business practices.

Thus, in summary, the variables dealt with are dimensions

of the environment, organizational characteristics, and

marketing practices and are: (l) the year and form of

entry into the United States, (2) the amount Of operational

acquaintance with the U. S. market, (3) the size and organ-

izational changes, and (4) the industry characteristics.

Derived from the above analysis were the major ad-

justive issues and problems faced by respondent Japanese

manufacturing firms as they engaged in business in America.

By relating the empirical data to the theoretical
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postulation found in the literature, it was possible to

infer the probable reasons for the adaptive behavior

examined and the degree of success in adjusting to American

environment. These were: (1) the entry considerations with

regard to the leaders and their entrepreneurship, (2) the

organizational implication Of adaptation, and (3) oper-

ational controls and decision—making aspects Of adjustment.

The final phase Of the empirical part of the study

concerned the marketing strategies used by the respondent

firms, again contrasting those used in America with those

used in Japan. The Objective was to pinpoint still further

the specific causes of adaptation in each firm's marketing

approach, which could be inferred from the findings.

In summary, the comparative description was made of

the overall difference in the marketing strategies used in

both markets in Chapter VI. Also a more detailed compari-

son of specific mix components was made in aggregate terms.

A significant difference was observed in the firm's market-

ing approach in America, which emphasized the promotional

and distributional aspects of its marketing efforts.

Limitations and Problems
 

In view Of the paucity Of research literature and the

exploratory nature Of the study, definitive policy or

Operational recommendations cannot be justified. The

study did, however, serve to point up research voids that

need to be filled by other investigators.
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The shortcomings of this study stemmed from two major

limiting factors.

1. The basic theoretical issue of formulating a

conceptual frame Of reference for ecological adjustment Of

business is yet to be resolved. Comparative studies Of

cross-cultural phenomena need such a central framework.

The ecological view used in this study may eventually give

rise to a model, which is powerful enough to handle the

problem. But there are too many limitations for this view

to suggest that a theoretical model has been established.

2. It is necessary to develop more powerful tools Of

investigation Of cross-cultural phenomena. The analytical

tools used were eclectic by design. Mostly they were ap-

plied tO the data in aggregate terms. But the data used

had many limitations in collection methods, sample size,

and quality. The usual time and cost considerations pre-

vented a more comprehensive and refined investigation.

In addition, there was a significant lack of sub-

stantial secondary data about the subject matter. Also

there was no theoretical model Operationally available

for this study. For these reasons, there was no need to

further refine the measurement tools of empirical investi-

gation used for this survey. It was primarily descriptive,

with many exploratory elements. Therefore, an experimental

design might be effectively used for future investigations.
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Tentative Generalizations
 

In Spite Of the exploratory and descriptive nature Of

this investigation, tentative generalizations are presented

below. In interpreting and applying them, care must be

exercised in view of the theoretical and methodological

limitations of the entire study.

1. Entrepreneurship plays an extremely important role

for successful adaptation. The role of entrepreneurship and

dynamic leadership cannot be over-emphasized for success in

the American market. This would imply that a workable organ-

izational arrangement must be devised in order to translate

and harness such entrepreneurial spirit into Operational

results.

 

 

 

2. There is a need for developing talents to fill

the American posts on behalf Of the parent corporations in

Japan. Aside from the more effective use of local Office

and sales personnel in America, it seems that there is a

need for industry-wide training, crossing enterprise barri—

ers. This might be accomplished through seminars, confer-

ences or specialized training programs centered on and

around the theme, "How to DO Business in America." A

talent pool or reserve could conceivably be build up--out-

side of the traditional lifetime employment system. The

human side Of adaptation is very important.

 

3. A clearer statement of the gpals and Objectives

Of the American Operations seems in order. For this, the

first consideration could be of course the balance between

the long and short-run business Objectives. Then there

exists a need for setting an order of priority among the

specific goals Of business. These goals will include the

amount of on-the—job training desired, the degree of talent

development, the results either in growth rate or profits,

and the relative emphasis on home and American operations.

In many instances, ambiguity on the seemingly conflicting

goals of business increased the discrepancy Of policy inter—

pretation and market preception, resulting in poor coordi-

nation between the headquarters and American establishments.

 

 

4. For better performance, more decentralized Oper-

ations seem to be desired. However, this is predicated

upon the full understanding and managerial backup of the

Japanese headquarters, both in the financial and personnel

needs. Thus the implementation Of realistic, systematic

marketing planning becomes a necessity both for internal

organization needs and for external strategic adjustments.

For many Japanese businesses Operating in America, the

Crissy-Kaplan model might prove to be a useful tool for

marketing planning.

 

 



284

Topics for Future Research
 

Out Of the study there have arisen many topics re-

quiring further research. Aside from the methodological

problems discussed before, the following specific subjects

may be pointed out in order of their priority.

1. The implication Of the Japanese lifetime employ-

ment system in America. What are the "pinch-points" and the

areas of greatest friction?

2. Investigation to pinpoint specific issues Of organ—

izational patterns Of adaptation. An initial approach would

be to compile selected cases of successful and unsuccessful

firms to derive manifest organizational differences.

3. Building Of a theoretical model for adaptation

problems. Such a model could be empirically validated and

applied to normative evaluation of marketing strategies used.

4. As a corollary to the above, development Of effec-

tive tools for empirical investigation. New techniques could

be tested, and an experimental design could be used.

Of lesser importance, but having a great practical

benefit, would be the following industry—wide investigations.

1. Investigation of the best methods to conduct

marketing research for Japanese companies. Many problems

concerning marketing intelligence activities could be clari-

fied to present appropriate recommendations.

2. Determination Of training needs for the Japanese

executives stationed in America. This could lead to the

evaluation of the training methods or techniques.

3. Comparison of the basic problems and issues

involved in using an American sales force. The organizational

controls and the performance evaluation could be investigated

for their validity.

4. The identification Of the major problems in the use

of the channels Of distribution in America. This could lead

to the conceptual planning of the logistics system and the

physical distribution of the Japanese products.
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APPENDIX I

BASIC DATA SHEET

Purpose

At this stage of the investigation, very little was

known about the extent of the Japanese business activities

in America. Thus the form was devised in order to collect

the fundamental morphological description of the Japanese

business firms Operating in the New York area. Personal

interviews were considered as the best method to collect

the necessary data. The Basic Data Sheet, therefore, was

used as an interview guide.

Technical Considerations
 

The Basic Data Sheet consisted of four basic parts:

(a) general information on the company, (b) scope of

marketing activities, (c) some specific operational fea-

tures in conducting business in America, and (d) the back-

grounds of marketing executives in charge.

The entries to each part were designed to be broad

enough to cover a range of heterogeneous marketing opera-

tions without omitting key considerations in marketing.

The primary use of the Sheet was as a structured inter-

view guide, and effectively used as a proper introduction

for further informal discussions.



302

Limitations and Shortcomings
 

The Basic Data Sheet served as an excellent call

card to introduce the researcher. But the actual modes

of operations differed so much from one firm to another

that the adherence to it proved to be impractical. The

unstructured personal interview seemed to work out best

for the purpose of the investigation.

However, data on the background of Japanese execu-

tives was useful in providing quantitative guides and

proved to be reliable in view of succeeding research.

All in all, the Basic Data Sheet was satisfactory for the

purpose of this phase of investigation: an exploratory

research.
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GRADUATE SCHOOL OF BUSINESS ADMINISTRATION

MICHIGAN STATE UNIVERSITY

East Lansing, Michigan

 

Hirofumi Matsusaki Confidential

30A Eppley Center For research purposes

Michigan State University only

East Lansing, Michigan August 10, 196A

BASIC DATA SHEET

GENERAL INFORMATION

Name of Company

Parent Company Name

 

 

Person in Charge Title

Respondent's Name

 

 

No. of

Number of Employees Functional Duties Employees

Japanese Nationals

Americans

Others

 
 

  

  
 

 

Have been in the U. S. market for years.

Brief history of the company

MARKETING CONDITIONS

Name of products

Main products 301d Percent of sales

 

 

 

Channels of distribution

Promotional methods Any changes?

Advertising?

  

 



10.

ll.

12.

13.

l“.

15.

30M

OPERATIONAL FEATURES

Marketing Objectives
 

 

 

 

Marketing Policy

Subsidiary

Parent

 

 

Marketing Obstacles and Problems

MARKETING EXECUTIVES

Person to be contacted for the main questionnaire in

November
 

Personal background of the executive in charge

 

 

Length of stay in U. S. Years

University (high school) attended Year of

graduation

Number of years in the present company Years

Titles held before
 

Number of companies worked before
 

What type of survey or research do you want to have

university academicians do?

Other comments.
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APPENDIX II

MAIL SURVEY

Purpose

This mail survey was designed to identify the over—

all patterns of adaptation of the Japanese manufacturing

firms operating in America. The emphasis was placed on

finding out their modes of operations since the entry

into the U. S. market. Thus special attention was focused

on their relationship to other American market organizations

and on the problems involved in their channel structure over

a period of time since entry.

Technical Considerations
 

The coverage and the high rate of response were re-

garded as of prime importance. This was reflected in the

design of the mail survey; and the entire questionnaire was

short, concise, and constructed with the respondent's view-

point with ease in answering in mind.

In order to correlate the factual part of this in-

vestigation with the representative data obtained from the

preliminary investigation and personal interviews, certain

facts about the establishments, products, and channels

were again asked. This duplication indeed was unnecessary

for some establishments; but the overall response pattern

proved to substantiate the reliability of the data.
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The basic form adopted in the mail survey was of

Open-end question, free-response seeking type. And the

responses were analyzed by standard procedures of content

analysis.

Limitations
 

Two follow-up requests were needed to obtain a target

rate of response. It was discovered that the mail question-

naire could not adequately cover the establishments which

ceased operation, or which did not engage in any direct

marketing activities. Therefore, it was impossible to

determine whether the non-respondents did have any signifi-

cant marketing operations or not. The quality of response

was not consistent from one firm to another, and a rela-

tively large number of responses had to be omitted from

the final analysis.



UNIVERSITY OF MROFNE IN PORTLAND

96 FALMOUTH STREET

PORTLAND, MAINE 04103

 

Confidential

.A SURVEY ABOUT THE PROBLEMS OF ENTRY AND ADAPTATION

OF JAPANESE MANUFACTURING FIRMS OPERATING IN AMERICA

November 29, 1965

Dear Sir:

I am conducting a survey of all the establishments maintained by the

Japanese manufacturing firms operating in America. Using the attached

questionnaire, I am attempting to gather basic data about some of the

common problems which the Japanese manufacturing firms may have in

coming to America to sell their products.

Regardless of the ferm of your establishment, the location of your office,

or the length of Operation in America, your answers to this questionnaire

will be of great value to the fellow Japanese manufacturing firms and the

international business world. Even if your establishment is just a branch

representative office, please answer this questionnaire. Of course your

answers will be considered confidential and will be combined with those

of other respondents in the final report to protect your identity.

In answering this questionnaire, your use of Japanese language is quite

welcome. So please use Japanese if you prefer. Mest questions ask you

to write in some basic infermation as indicated by illustrations. The

entire questionnaire is only four pages long, and can be easily filled

out in less than twenty minutes or so.

Since this survey is only of academic interest and is my own personal

research project, I would highly appreciate your filling and returning

this questionnaire at your earliest convenience. I have also enclosed

a self-addressed and stamped return enveIOpe.

The results of this survey will be published together with a report of

another marketing survey. If you are interested in obtaining a general

view of Japanese manufacturing firms' Operations in America, as well as

the results of this survey, please indicate so in the space provided fer

that purpose at the end of the questionnaire. I will be pleased to mail

you a copy as soon as the report becomes available.

Sincerely yours,

\\\ , ,>—

FILM/If)? foo
Hirofumi Matsusaki

Assistant Professor of Business and Economics
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What is the form of your establishment? (Check answer

and explain.)

(a) A main office, or the headquarters for American

operations.

(b) A branch office. (The head office in America

is in )
 

) A representative office, or a liaison office.(x

(y) A sales office, or a sales subsidairy.

(z) Other

 

How many people do you employ at your own establishment?

(Write in the number)

(a) The Japanese Staff (Seishain)

(b) Local Employees

(c) Others

 

 

 

(A) Do you expect to have any changes in your present

organizational arrangement in the future? (Check

answer.)

(Such as changes in the form of establishment,

increases or decreases in the number of personnel,

relocation of your office site, etc.)

  

Yes No
    
  

(B) If yes, what kind of changes are they? (Explain.

Suggest their reasons.)

What are the main lines of products your company sells

in America?
 

What roles do the Japanese trading companies perform in

the sales of your company's products in the United

States? (Please explain.) (Such as direct import

and sales, financing, paper work only, etc.)
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What are your current, basic channels of distribution

for your products? (The following list is illustrative

of the marketing organizations involved.)

(B)

(A)

(B)

(0)

Japanese trading companies

Own sales force (American salesmen, the Japanese

staff, etc.)

Industrial distributors

Manufacturers' agents

Original equipment manufacturers

Importers, import agents, etc.

Wholesalers, wholesale merchants, etc.

Retailers, dealers, franchised retailers or

dealers, etc.

Mass merchandising outlets (chains, discount stores,

etc.)

Main Channel(s) Used? (Explain.)
 

Other Channels Used? (Explain.)
 

Did your company have any form of establishment in

the area of your current operation before your

present establishment was formed? (Check answer.)

  

Yes No

      

If yes, what form was it and when was such a

change made? (Explain chronologically if there

were more than one change.)

 

 

What were the reasons for the change(s)?
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In what year did your company set up your present

establishment in its current form in_your area?

(Write in the year it was established in your area.)

When did your company first begin selling itspproducts

in America? (Write in the year in which the products

were first sold in America. This may be long before

any establishment was set up in your area.)

For what reasons did your compapy first begin selling

such products? (Please explain.)
 

(A) Which organizations or individuals were most helpful

and influential in starting the sales of your com-

pany's products in America?

(B) For what reasons were they so helpful and influential

in starting such sales?

 

(C) Were there any others who were helpful and influential

at that time? (EXplain any other organizations or

individuals, their roles and relations.)
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12. (A) When your company first entered the American market

in_your area, what was the manner of initial entry?

(Explain. Licensing? Joint ventures? Exporting?

Any other form?)

(B) What kinds of channels of distribution did your

company use?

13. What were the obstacles and the problems which your

company faced during this beginning stage of selling

its products inpyour area of operation?

I“. How didpyour company overcome such initial obstacles

and problems?
 

 

This ends the questionnaire. Your Mailing Address:

[II] Check here, if you want a (For the report.)

report. NAME

Thank you very much for your ADDRESS
 

cooperation.
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APPENDIX III

INTERVIEW GUIDE (MAIN QUESTIONNAIRE)

New York Area Firms
 

First, the structured personal interviews were con-

ducted by the use of Interview Guide, which is reproduced

in the following pages. The structure was generally sound,

except for the few firms which considered the form to be

somewhat lengthy and cumbersome. It was discovered that

the best results were usually obtained by handing the re-

spondent this guide, and then using it as a self-administered

questionnaire to be Jointly filled-in by the respondent and

the interviewer. Most respondents were conscientious and

seemed to possess very high level of general intelligence.

Almost all were college graduates.

Care was taken to interview Japanese executives with

sufficient experience, usually higher-up in the organizational

hierarchy. But the control of the respondents in this

respect was sometimes very difficult. In many cases se-

curing of the cooperation was considered more important

than endangering it by an effort to locate the "right"

individual in the organization surveyed.

Los Angeles Area Firms
 

After the personal interviews with the firms in the

New York area, it was discovered that some of the firms

had their headquarters in Los Angeles area and therefore
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referred the request for a personal interview to their

headquarters. In view of the inadequate control of the

respondents in New York area, and in view of the relatively

expensive nature of the personal interviews, it was thought

that extending the investigation to Los Angeles area, which

was the second largest in terms of the number of Japanese

manufacturing firms operating in America next to New York

would increase both the validity and reliability of the

data. Thus the Interview Guide was mailed to all the

establishments of the Japanese manufacturing firms in the

area.

Care was taken, however, to solicit only the most

cooperative of the establishments. This was actually

accomplished by not mailing a follow—up reminder to the

questionnaire. There were 11 firms replying to the

questionnaire and they supplemented the New York data.

The cover letter to this phase of mail survey is reporduced

at the end of the Guide, which follows.
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Interview Guide

(Main Questionnaire)
 

"An Analysis of Marketing Strategies Employed by the Japanese

Manufacturing Firms Operating in the United States"

June 1965
 

Hirofumi Matsusaki
 

Assistant Instructor

Department of Marketing and Transportation Administration

Graduate School of Business Administration

Michigan State University

East Lansing, Michigan

Objectives of This Study
 

1. To gather general data concerning the marketing manage—

ment activities of the Japanese manufacturing firms

Operating in the United States.

2. To clarify the beliefs, attitudes, and opinions of the

Japanese executives stationed in America when approach-

ing marketing management problems.

3. To predict the direction of change in such activities

in the future.

Procedure and Instruction
 

1. This questionnaire is a part of an academic research

project, and therefore the data collected will be

held strictly confidential, except for the statisti-

cally processed and tabulated results to be published

in general form.

2. To answer this question accurately, you may need any-

where between 30 to 50 minutes. You can answer most

questions simply by check—marking appropriate state-

ments given.
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I. What is the form of your establishment?

(l) A manufacturing subsidiary (includes assembly lines).

(2) A sales subsidiary, incorporated under American law.

(3) A sales office.

(A

(

 

) A representative office.

5) Other
  

2. What is your present position in the company?

 

 

 

Here in Comparable Position

the U.S. in Japan

(1) President.......... ................ (l)

(2) Vice-President...... ............... (2)

(3) General Manager. ....... .. .......... (3)

(4) Manager .............. .... . ......... (A)

(5) Bucho..... ......................... (5)

(6) Kacho.................... . ........ . (6)

(7) Kakaricho ............... . ... ....... (7)

(8) Representative ........ ... .......... (8)

(9) Management Staff... ..... . . ......... (9)

(10) Technical Staff... ................ . (IO)

3. How old is our establishment? And how old is your parent

company? Here in Parent Company

the U.S. in Japan

(1) Less than 1 year ....... .. ......... (l)

(2) 1-3 years................ ......... (2)

(3) 3-6 years................ ......... (3)

(A) 6-15 years... .......... .. ......... (A)

(5) 15-50 years...... ...... .. ......... (5)

(6) Over 50 years ..... ....... ......... (6)

4. Does the parent company have similar subsidiaries or

offices in other parts of the world?

(1) Yes

(2) No.

If "Yes," indicate the comparative importance of such

overseas operations to the parent company. Mark the

most important one with (l), the second most important

with (2), and the third most important with (3).

(1) Africa.

(2) North America.

(3) South America.

(A) Asia.

(5)

(6)

(7)

 

Europe.

Oceania.

U.S.S.R.
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5. Do you have any establishments (including your branches

or main offices) in other parts of the United States?

(1) Yes.

(2) No.

If "Yes," what is the number of such establishments

other than your own?

 

 

  

  

  

  

  

(1) 1.

(2) 2 to 3.

(3) 3 to 5.

(A) 6 or More

6. What is the size of your organization here?

Japanese Nationals Local Employees

Number of This All This All

Employees Office U.S. Office U.S.

(1) None ................ ....

(2) l—2 .......... ‘........

(3) 3-5 .................

(A) 6-10 ................

(5) 11-20 ..... ..... ' .....

(6) 21-50 ...............

(7) 51-100.... ..... ....

(8) Over 100.. ..........

7. Do you use any Nisei, Sansei, or American salesmen?

Nisei or Sansei American Salesmen

Employed Employed

This All This All

Office U.S. Office U.S.

(1) None ................ ....

(2) 1-2 .................

(3) 3-5 .................

(A) 6-lO ................

(5) 11—20 .......... ' “' .....

(6) 21-50 ...............

(7) 51-100.... ..........

(8) Over 100.. ..........
  

8. What is your relationship with the parent organization

in Japan? (Mark as many statements as you wish.)

(1) Tightly controlled in all matters.

(2) Controlled in all policy matters.

(3) Operate autonomously, and our recommendations

usually get adopted.

(4) Operate autonomously, but our recommendations

sometimes are not adopted.

(5) Can make all operating decisions without inter-

ference.
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0

Which method is used for your normal communications

with the headquarters in Japan?

Daily Weekly Monthly Annually None
 
 

1) Telephone ..........

2) Teletype ...........

3) Written Reports....

4) Interview Reports..

 
 

 
 

 
 

(

(

(

(
 
 

10. Which language is used for your internal communication?

Language Used
 

Communication With Japanese English Both

(1) The Headquarters ......

(2) The Japanese Staff....

(3) The Local Employees...

 

 

H (
D

What is the general organizational structure of your U°

operations?

(1) Highly centralized.

(2) Fairly centralized.

(3) Rather decentralized.

(A) Very decentralized.

 

 

12. What is your country of citizenship?

(1) Japanese Citizen.

(2) U. S. Citizen.

(3) Other
  

13. How old are you?

 

51—60 Years.

61 Years or More.

 

(I) 20-25 Years.

(2) 26-30 Years.

(3) 3l—AO Years.

(A) 41-50 Years.

(5)

6)(
 

}
_
I

A. What is your educational background?

Level of Education Major Field Locatipp
  

(l) Kyusei Chugaku
 

 

 

   

 

 

 

 

(2) Kyusei Koko or (I) Bunka

Senmon Gakko (2) Rika

(3) Kyusei Daigaku (3) Horitsu (1) Japan

(A) Shinsei Koko (A) Keizai (2) U.S.

(5) Shinsei Daigaku (5) Liberal (3) Other

(6) High School Arts

(7) College (6) Engineer-

(8) University ing

(9) Graduate School (7) Business
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1

5. Have you visited any foreign countries other than

America?

(1) Yes.

'2) No.

If "Yes," which of the following areas have you visited?

(1) Africa

Canada or Mexico

Central or South America

)

)

) Asia

)

)

)

I

 

Europe

Oceania

U.S.S.R.

 

 

16. How long have you been in the United States?

(1) Less than 1 year.

(2) l to 3 years.

(3) 3 to 6 years.

(A) 6 to 14 years.

(5) 15 or more years.

 

 

17. How long do you expect to stay in America?

(1) Less than 1 year.

(2) About 1 more year.

(3) About 2 more years.

(A) 3 to A years.

(5)

(6)

(7)

 

5 or more years

Indefinitely.

I do not know.

 

 

H 8. What is the average length of stay of your Japanese

staff members?

Average Length of Stay in Years

1 1-3 3-6 6 or more No Definite

(1) Single Pattern

Staff....___

(2) Married

Staff....___.. ...

 

  

  

19. Have you had work experience outside of the present

company?

(I) Yes.

(2) No.

If "Yes," indicate the type of your experience and

the number of organizations. (See next page.)
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Type of Experience Number of Organizations

(1) Government (1) 1.

(2) Trading Company (2) 2 or 3.

(3) Trade Association (3) A or 5.

(A) American Company (A) 5 or 6.

(5) Other Japanese Company (5) 7 or more.

20 Do you play golf, tennis, bridge, mahjong, g9 or

shoogi?

I can play, but

Yes Np have no time

(1) Golf . .....................

(2) Tennis ......................

(3) Bridge ......................

(A) Mahjong ......................

(5) pg..........................

(6) Shoogi ............... y_.......

21. To which industry does your company belong?

A

i
—
’

V

Electrical Machinery

Non-Electrical Machinery

Chemicals

Textiles

Shipbuilding

Steel

Ceramics

Mining

Food

Other

 

 

O
\
O
G
D
N
O
U
T

J
Z
'
U
O

[
\
J

v
v
v
v
v
v
v
v
v

 

22. What is your market share for the main product?

In America In Japan

Less than 1% ........................ (1)

Between 1 and 5% .................... '(2)

Between 5 and 10% ................... (3)

Between 10 and 30% .................. (A)

30% or more-......................... (5)

A
fi
x
fi
e
f
‘
\
/
\

 

U
T
:
0
0
N

F
"

v
v
v
x
x
v

 

m 3. To what extent do you use a consultant or professional

firm?

Weekly Monthly Quarterly Annually Never
 

1) Legal matters...___................

2) Sales ................

3) Advertising .....

4) Marketing

Research ............

OOOOOOOOOOO

_—

< __ __

( _ __ __
( _.................

(
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2A. To what extent have you contemplated (thought about)

using a consultant or professional firm?

Weekly Monthly Quarterly Annually Never

Legal matters... ..... . .....

Sales........... .....

Advertising.....

Marketing

Research..... ..........

 

00000000000

— _ ———

.................

—— _ _—

. . . . . O . . O O O O 9 a C C

u—-— _—
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V
V

0 O O O O O 00000

   

25. How do you compare your use of a consultant or pro-

fessional firm to other companies in the same industry

  

  

   

 
 

  

  

 
 

here?

Compared to Other Compared to Other

Japanese Companies Here American Companies

More Same Less More Same Less

(1) Legal matters.. ... ........

(2) Sales... ....... . ........

(3) Advertising.... . ........

(4) Marketing

Research ..... ... ... ........
   
  

[
\
J

6. If there is an opportunity for your Japanese staff

members to participate in a special training program

or a free seminar, what kind of program would you like

them to have?

Pick up four areas from among the following and rank

them in order of your preference from (1) to (A).

(1) Language (English)

(2) American Business Practices, Manners and Customs.

(3) American Culture, Politics, and Socio-Economic

Conditions.

(A) Engineering.

(5) Sales.

(6) Management.

(7) Advertising.

(8) Marketing.

(9) Marketing Research.

10) Other
 

27. Are you familiar with the parent company's marketing

operations in Japan?

Yes.

No.
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If "Yes," indicate how well you know about your parent

company's marketing operations back in Japan.

Knowledge About Parent er Fairly Well

Company's Well Well Enough

Customers & Prospects. .......

Products & Services ..........

Promotion & Marketing ........

Channels & Distribution. .....

C  

  

Il
l

H
I

(1

(2

(3

(u
  

28. What is your company's approach to marketing in America

and in Japan?

 

In America In Japap

(1) Very progressive, with aggressive promotion

and product innovation.............. ........ (l)

(2) Rather progressive, with considerable

attention to marketing research........ .... (2)

(3) Rather conservative, but there is some pro-

duct innovation and the use of marketing

research. ................... ..... ..... (3)

(A) Very conservative, with limited product

innovation. ........ ........... ..... . ...... (A)

29. From your company's standpoint, how competitive is

the American market?

(1) Very much more competitive than in Japan.

(2) More competitive than in Japan.

(3) Just about the same in competition as compared

to Japan.

(A) Less competitive than in Japan.

(5) Far less competitive than in Japan.

30. In order for your company to succeed in the marketplace,

which one of the following is the most important? Mark

the most important one with (l) and the second most

important one with (2).

 

In America In Japan

(1) To promote our products as superior and

better ..... . ...... .... .... ............. (l)

(2) To organize sales force to push our

products.... ... ... . ........ . ...........

To develop new products ...... ..... . ..... .

To set up service network for repair works.

To establish dealer or distributor network.

 

(3

(A

(5 V
V
V
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1. In order for your company to win over competitors,

which one of the following is the most important?

Mark the most important one with (l), and the second

most important one with (2).

 

 
 

 

 
 

 
 

 

  

  

 

  

  

 

 

In America In Japan

(1) A better product to sell ...................... (1)

(2) Lower and competitive pricing ................. (2)

(3) Cooperation of good distributors, dealers,

or retailers .................................. (3)

(A) Better advertising and sales promotion ........ (A)

(5) More able salesmen and the sales force ........ (5)

(6) Better repair services ........................ (6)

32. What is the future prospects for your company's main

products?

In America In Japan

(1) Very fine, ample opportunities available ...... (1)

(2) Fairly good, should prove to be profitable.... (2)

(3) Profitable, but difficult to stay in the race. (3)

(A) Not bad, but cannot expect too much ...... ..... (A)

(5) Rather poor, our market is getting smaller.... (5)

33. Are you in the industrial markets or consumer markets?

In America In Japan

(1) Industrial markets only ....................... (l)

(2) Consumer markets only ......................... (2)

(3) Both industrial and consumer markets .......... (3)

(A) More industrial than consumer markets ......... (A)

(5) More consumer than industrial markets ......... (5)

3A. How many different models or variations are there in your

major product line?

In America In Japan

(1) 1-3 product models or variations .............. (l)

(2) 4-10 product models or variations ............. (2)

(3) 11-20 product models or variations ............ (3)

(A) 20 or more product models or variations ....... (A)

35. How diversified are your company's product offerings?

In America In Japan

(1) One basic line of products offered ........... (l)

(2) Two different lines of products .............. (2)

(3) Three related, but different lines ........... (3)

(A) Four or more product lines offered ........... (A)
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36. How many different products (items or models) are

there in your total product-lines?

In America In Japan

(l) 10 or less .................................. (l)

(2) 10-30.. ..................................... (2)

(3) 30—100 ..................................... . (3)

(A) 100-300.. ................................... (A)

" (5) 3oo-1,ooo ................................... “—“(5)

(6) 1,000-3,000 ................................. (6)

(7) 3,000 or more ............................... (7)

37. What main segments of the market do you try to serve

with your company's major products? (Mark as many as

you wish.)

In America In Japap

(1) High income group .......................... (l)

(2) Middle income group ........................ (2)

(3) Low income group ........................... (3)

(A) All income groups .......................... (A)

(5) Upper social class ......................... (5)

(6) Middle social class ........................ (6)

(7) Lower social class......................... (7)

(8) Status conscious people. ................ (8)

(9) Educated people ....... . ..... . .. ..... __ (9)

(10) Anyone who tries to buy the product........ __(10)

(11) ................................ (Write in)—(11)

(12) ................................ (Write in). (12)

38. What appeals do your company's major product's have?

(Mark as many as you wish.)

In America In Japan

(1) Low price .................................. (l)

(2) High value ............. . ................... (2)

(3) High quality .............................. . (3}

(A) Good styling and design .................... (A)

(5) Careful after—services ...................... (5)

(6) Newness in product features................ (6)

(7) Good brand image.. .......................... (7)

(8) ................................. (Write In) (8)

(9) ................................. (Write In} -(9)

39. How frequently have you introduced new products in

the market?

if you can.

In America
 

Less than one new product per year .........

1-2 new products per year ..................

3-5 new products a year ....................

6-10 new products a year...................

10-20 new products per year ................

20 or more new products per year ...........
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Take the average of the past two years,

In ca ap

(l)

(2)

(3)
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A0. In introducing new products into the market, which

factors are most important in determining your product

prices? Choose 3 factors, and then rank them in order

of their importance from (1) to (3).

 
 

In America In Japap

(1) Economic reasons, following the law of

supply and demand ......................... (l)

(2) Financial soundness, assuring target rate

of returns or target profit ............... (2)

(3) Competitive strength, due to similar

pricing as the competitors'........... .... (3)

(A) Psychological impact, with prestige prices

for insuring high product values .......... (A)

(5) Sociological appeal, mainly as a status

symbol ....... .. ........................... (5)
 

 

 

  

 

  

 

  

 

Al. When advertising your company's products, which

appeals do you emphasize most? (Mark as many as

you wish.)

In America In Japan

(1) General benefits derived from products... (1)

(2) Uniqueness of the company products ........ (2)

(3) Emphasis of the value of the products ..... (3)

(A) Brand or company name stressed ............ (A)

(5) Quality of the products ................... (5)

(6) Factual information about the product ..... (6)

(7) ................ . ............... (Write in) (7)

(8) .................... .. .......... (Write in) (8)

42. Which method of sales promotion do you use most?

In America In Japap

(1) Dealers sales contest ..................... (l)

(2) Customers sales contest ................... (2)

(3) Participation in trade shows and exhibits. (3)

(A) Invitation of prospects to special events. (A)

(5) ................................ (Write in) (5)

(6) ................................ (Write in) (6)
  

A3. What role does product design play in your marketing

effort? (Mark as many as you wish.)

 

 

 

In America In JEEEQ

(1) Not very important ........................ (l)

(2) An important marketing tool ............. .. (2)

(3) Very important to marketing success. ...... (3)

(A) Recommendations of marketing people

usually get adopted in designing .......... (A)

(5) Recommendations of marketing people are

not reflected on designing ............. ... (5)

(Continued)
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A3. (Continued)

 

 

 

 

 

  

 

 

 

 

 

In America In Japap

(6) Our engineers usually come up with good

designs ................................... (6)

(7) Our engineers do not necessarily respond

to what the market desires ................ (7)

(8) .......................................... (8)

AM What is the extent of your R & D activities?

(Mark as many as you wish.)

In America In Japap

(1) Less than other Japanese competitors ...... (l)

(2) About the same as other Japanese firms.... (2)

(3) Much more than other Japanese competitors. (3)

(A) Plan to increase future R & D significantly (4)

(5) Plan increasing emphasis on R & D

activities................. ............... (5)

(6) No major change in R & D policy ......... .. .f/

(7) .......................... ........ (7)

45. What is the product image of your company? (Mark as

many as you wish.)

In America In Japap

(l) Well-known, reliable ...................... (l)

(2) Leading brand, trustworthy ................ (2)

(3) Major brand, many attractive features ..... (3)

(A) Low cost, high quality .................... (A)

(5) Best value for the price .................. (5)

(6) Unknown brand, but a good buy ............. (6)

(7) Superior engineering and technology ....... (7)

(8) Careful workmanship ....................... (8)

(9) .......................................... I9)
  

 

 

A6. What is your basic channel of distribution? (Mark as

many as you wish.)

In America In Japan

(1) Use trading firms.. ....................... (l)

(2) Use wholesalers or distributors ........... (2)

(3) Use retailers ............................. (3)

(4) Sell direct to customers and prospects.... (A)

(5) Use one level of middlemen ................ (5)

(6) Use two levels of middlemen ............... (6)

(7) Use three or more levels of middlemen ..... (7)

(8) .......................................... (8)

(9) .......................................... (9)
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A7. What are the chief problems in your channel of distri—

bution? (Mark as many as you wish.)

In America In Japap

(1) Legal matters...... ....................... (l)

(2) Resale price maintenance .................. (2)

(3) Maintenance of direct control ............. _____(3)

(A) Prevention of price-cutting ............... (A)

(5) Cooperative advertising ................... (5)

(6) Promotion to push the product ............. (6)

(7) After-service problems .................... (7)

(8) Customer-care ..... . ................. ..... (8)

(9) Market communication ...................... (9)

(10) ................ ....................... (IO)

 

A8. What is the ideal channel of distribution for your

company? (Mark as many as you wish.)

In America Ip_£apap

(1) Selling direct to customers ............... (l)

(2) Selling direct through franchised dealers. (2)

(3) Selling direct through various retail

outlets... .. ..... .......... . (3)

(A) Selling indirect through wholesalers and

distributors... ...... ................. (A)

(5) Selling both direct and indirect at the

same time. ............... .............. (5)

(6) Selling through mass-merchandising out-

lets (supermarkets, discount stores) ...... (6 )

(7). ......... ...... (7)
  

 

A9. What role does the trading companies perform in your

marketing effort? (Mark as many as you wish.)

In America In Japan

(1) None. . ....... . ...................... (l)

(2) Supply market information ................. (2,

(3) Handle the paperwork related to import—

export procedures ..... ... ..............

(A) Provide additional personal selling effort*(A)

(5) Take care of the actual sales of product. (5)

(6) We function as liaison and representative,

the trading companies do actual work ...... (6

(7) .......................................... (7)
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50. What is the extent of your "after—service" and

technical services? (Mark as many as you wish.)

 
 

 

In America I Japap

(1) We have no need for them.. ................ (l)

(2) Our own engineers handle them ............. (2)

(3) We have a network of specially trained

"service" dealers or stores ............... (3)

(A) We have a warehousing system for the

necessary parts. ..................... -.... (A)

(5) We emphasize their importance and do

whatever the best we can .................. (5)

(6) .......................................... (6“
 

51. Do you use personal selling or the sales force?

(1) Yes.

(2) No.

If "Yes," what are the chief problems With the use of

sales personnel? (Mark as many as you wish.)

 

 
 

In America In Japan

(1) Recruitment, selection, and hiring ........ (l)

(2) Training and developing.... ............... (2)

(3) Compensating and motivating ............... (3)

(A) Supervising and directing ................. (A)

(5) Competence and quality of sales personnel. (5)

(6) Turnover (due to resignation, firing,

etc. ). ......... ..... . .......... . ........_(6)

(7) Loyalty to the company ....................*(7)

(8) . . . ..... ......... .................._(8)

(9) ................ . ........................._(9)
  

52. What are the chief sources of your market information?

(Mark as many as you wish.)

 

 

 

In Ameripa In Iapap

(1) Outside sources such as marketing research

agencies ..... ........ . ............... (1)

(2) The government statistics. ................ (2)

(3) Trade associations and other publications. (3)

(A) Trading company people........... ......... (A)

(5) Our marketing research staff .............. (5)

(6) Our technical and engineering staff ....... (6}

(7) Our dealers or distributors ............... (7)

(8) Our salesmen gather it... ................. (8)

(9) . . . ................................. I9)

(10) ................. . ........................ (10)
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June 30, 1965

Representing a Japanese manufacturing firm, your marketing

operations here in America have contributed to strengthen-

ing healthy economic relations between Japan and the United

States. As an assistant instructor and a graduate student

in marketing management at Michigan State University, I

have conducted a comparative study on the marketing manage-

ment activities of these two nations' business.

By filling out and answering the enclosed questionnaire,

you can help me immensely in obtaining additional oper-

ational data of the Japanese manufacturers in the Los

Angeles area. On the top page of this questionnaire, you

will find the objectives and procedures, as well as the

return address, for this questionnaire (titled as inter-

view guide).

As you see, this study is a part of a larger project. I

have already conducted a series of interviews with many

Japanese executives in the New York area using this guide.

You can answer most questions by simply checking-off

appropriate statements. But if you wish to include any

additional information, please feel free to write in

available space in the questionnaire. Your cooperation

is a key to the success of this project.

Sincerely yours,

Hirofumi Matsusaki

Assistant Instructor

30A Eppley Center,

Michigan State University

East Lansing, Michigan

HMzhm

Enclosure
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