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ABSTRACT

While, Japanese marketing strategies in world markets have
attracted much attention in international business circles, they
have received only secondary attention from researchers. Indeed,

most studles 1into the competitive behaviour of Japanese firms have
not 1identified marketing as a particularly significant factor in
accounting for their overall success. By default, therefore,
researchers have failed to provide information and insight into an
area which 1s recognised as crucial to efficient performance. The
aim of this study was to gain an insight into the role marketing
plays in attecting the competitive position of Japanese firms in the
British market. 1In particular, the research focused on the overall
approach of Japanese companies to the marketplace, the process by

which they identify and bring products to the market and their view

towards the 1992 single European market.

Care has been taken 1in describing and explaining the
competitive behaviour of Japan's companies in order to achieve a
fair analysis of the contribution of marketing to their overall
strategy. In doing so, it is hoped that a more analytic and less

subjective outcome will be of value and interest to the Western

business community.

Based upon the 1literature review which documented the
positive role of marketing in competitive success, analysed the

factors that contributed to Japan's success in world markets and



highlighted the specific role played by Japanese marketing

strategies 1n achieving such results, a set of hypotheses were

developed and tested.

The field research was carried out during October/November
1989 following a series of five personal interviews with managing
directors and senior marketing staff in August 1989 to pilot test
the questionnaire. Questionnaires were despatched addressed in
person to the managing directors of Japanese companlies operating in
Britain. The subsequent analysis is based upon a total sample of 57/

companies operating in the U.K. - a substantial proportion of the

total (63%).

The broad findings emerging from this research present few

surprises. Japanese companies do not seem to suffer from a 'sales
orientation’', 'production orientation' or 'finance orientation' as
opposed to a marketing orientation. The in-roads being made into

the British market are based by and large on a strategy aimed at
satisfying customer needs and wants. Japanese companies saw theilr
strengths 1in placing emphasis on research and engineering and
bringing the right product to the market quickly and decisively. As
far as 1992 is concerned, Japanese companies indicate that they will
be fighting aggressively to hold onto their market share. They also

anticipate increased competition coupled with a necessity to know

and serve the market better.

11



ACKNOWLEDGEMENTS

A project ot this nature cannot be completed without the help
and advice from different sources, to whom I would like to extend my

thanks.

My tirst debt of gratitude is due to Professor Michael Baker,
Protessor of Marketing and Deputy Principal ot Strathclyde
University. His experience, 1insight and 1invaluable support have

played a central role 1in developing this thesis. It is a great

pleasure to work under his supervision.

I am also 1indebted to my second supervisor, Dr. Michael
McDermott. Not only were his encouragement and advice immeasurable,
he has become a very good triend. For that especially, Michael,

thanks.

My special thanks are due to June Peffer who has oftered
excellent secretarial and administrative help, so willingly otfered,

throughout my research.

I would also like to thank Liz McCallum for her painstaking

effort and attention she has paid to the typing of this thesis.
A special mention of appreciation must go to Don Evans,

Adviser at the Computer Advisory Scrvice of Strathclyde University.

His patience and professional help are greatly acknowledged.

111



[ wish also to thank all SIvU! wmoembers, who through discussion
and argument have helped  to shavpen my  thinking and broaden the

depth ol my 1International business knowledge.

I would also like to express my thanks to Pat Snelson, Linda
Service, Susan Hart and Gerald Michaluk for a nunber of helpful

suggestions.

I am 1indebted to the Japanese companies who took the

considerable time and trouble necessary to respond to my survey.

Last, but by no means least, my ftamily, father, mother, Dina

and Nevine who have given me the support and love necessary for me

to see this through. A big thank you is due to them.

1\



To my parents, who made it all possible



CONTENTS

ABSTRACT

ACKNOWLEDGEMENTS

DEDICATION

LIST OF TABLLS

LIST OF FIGURES

CHAPTER 1 Gencral Introduction : The Aim and
Significance of the Study

Introduction

Objectives of the Study
Research Method
Significance of the Study
Organisation of the Study
References

e e
L £ W o

CHAPTER 2 The Contribution of Marketing to
Competitive Success

2.1 Marketing Amidst Rapid Change
2.2 The Key Role of Marketing in
Achileving Success
2.3 Are Successful Ccmpanies Really
Marketing Oriented?
2.4 The Role of Different Marketing
Factors in Achieving Success
2.4.1 The Pole of Marketing Research
2.4.2 The Role of the Product

2.4.2.1 Product Diftferentiation
2.4.2.72 'roduct Quality '
2. 4.2.73 Product Innovation

2.4.3 The Role of Price
4.4 The Role of Distribution
2.4.5 The Role of Promotion and Advertising
2.5 Conclusion and Summary
References

NO

vV (0)

PAGEL

111

V1

vill

N C O OO OO N

—

13

15

19

23

39
39
40
L]
43
L6
50
o1
573
58
60



CHAPTER 3

e e —r—— e ——

CHAPTER 4

Critical Revicw of Japan's Success In
orld Markets

A
W

3.1 Reasons Cited for Japan's Success in
World Markets
3.7 The Role ot Different Factors 1n
Achlieving Japan's Competitiveness
1 The Role of the Government
.2 Japanes¢ Management Practices
3 Japanese Manufacturing System
’.4 Supportive Financial System
.5 Intense Domestic Competition
3.3 The Effect of Recent Trends on
Japan's Competitiveness
3.4 Conclusion and Summary
References

A Critical Review of Japan's Marketing
Strategies 1in World Markets

4.1 Japan's ilarketing Philosophy and
PBusiness Strategy
4 .2 The Japanese Pattern of Entry into
Foreign Markets |
4 . 3 The Role of Different Marketing
Factors in Contributing to the
"Overall Competitiveness of
Japanese Companles
4.3.1 The Role of Information Gathering
4.3.2 The Role of Market Segmentation
4.3.3 The Role of the Product

4,3.3.1 The Role of Product Quality

4.3.3.2 The Role of Innovation
4.3.4 The Role of Price
.3.5 The Role of Promotion
.3.6 The Role of Distribution
4.4 Examples of Marketing Strategies of
Some Japanese Companies 1n World
Markets
4.5 Conclusion and Summary
References

& &

v b

PAGE

68

/0

50
86
98
LO5
113
116

117
121
124

132

134

147

161
167
167
173
L77
181
138
193
195

198
204
207



CHAPTER O

CHAPTER 6

Desipon of the Field Research

D .

LN

AN GNP A R WA R

1

o

oo~ O N

Formulating the Research Problem
and Objectives

Developing the Research lypotheses

Designing the Method of Data Collection

Identitying the Field of Inquiry
Selection of a Survey Method
Design of the Questionnaire
Pilot Testing

Implementing the Survey

Reterences

Analysis of the Survey Data

o
6

6.

1
2

3

Introduction
The Historical Involvement ot

Japanese Companies 1n the U.K.

and

Sample Demographics
Research Findings
6.3.1 Business Philosophy and Marketing

Strategy

6.3.1.1 Marketing Orientation and
Strategy

6.3.1.72 Marketing Objectives

6.3.1.3 Customer Philosophy and
Integrated Marketing
Organisation

6.3.1.4 Marketing Research and
Marketing Information Svstem

6.3.1.5 Strategic Marketing Planning

6.3.1.6 Main Conclusion

6.3.2 Innovation and New Product
Development

6.3.2.1 New Product Development
Objectives

6.3.2.7 Sources ot Ideas for
Successful Products

6.3.2.3 Co-ordinated Effort to
Introduce New Products

6.3.2.4 Pricing New Products

6.3.2.5 Speed of Introduction and
Test Marketing

6.3.2.6 Main Conclusion

6.3.3 The 1992 Single Europcan Market
6.3.3.1 Pusiness Strategy After 1992
6.3.3.7 Main Conclusion |

References

\/{(\

PaGh

215

216
219
270
2773
224
277
250
253
250¢

203

264

268

274

275

275

285

287

290

293

2938

301

)
-
r-.--l

307

308
317

313
317
318
313
3272
323



PAGE

CHAUVTER /7 summary and Rcecommendations of the Study 3206
/.1 Introduction 326

/.2 Main Conclusions , 326

7.3 Limitations of the Study 331

/.4 Study Recommendations 332

/.5 Suggestions for Further Research 335

References 337

PAGLE

APTENDIX A : Advance Note 340
AFPPENDIX B - Covering Letter | 341
APPENDIX C - First Follow-up Letter 3472
APPENDIX D - Second Follow-up Letter 343
APPENDIX E - Third Follow-up Letter D44
APPENDIX I - Questionnailre 345
BIBLIOGRAPHY 356



TABLE

3.

3.

1

2

.10

11

.12

.13

LIST OF TARLLS

L

Hours Worked per Week in Manufacturing
Comparisons, 1986.

Comparison Between Absenteeism of an American
and a Japanese Company.

International Comparison of Absolute Levels of
Industrial Productivity Output Per Industrial
Worker 1in 1979 in U.S. Dollars ('000).

The Ten Largest Trading Companies in Japan, 1986.
New U.S. Patents, 1987.

Cumulative Response Rate to Four Mailings.

Company Business of Respondents to the Questionnaire.

Size of Companies that Responded to the Questionnaire.

Length of Operations in the U.K. of Companies that
Responded to the Questionnaire.

Managerial Position of Respondents to the
Questionnaire.

Pusiness Sector of Respondents to the Questionnaire.

Summary of Respondents' Attitudes Towards Business
and Marketing Strategies.

Current Marketing Objectives in Japanese Companies.

Current Marketing Objectives According to Company
Business.

Current Marketing Objectives According to Company
Size.

Extent of Formal Meetings Betwcen the Major
Marketing Functions and Other Functional
Departments.

Extent of Developing Different Versions of the Same

Product and Extent ot Developing Different Tailored
Marketing Programme for Different Market Segments.

Extent ot Measuring Customer Satisfaction.

V1]

PAGL

International

/9

30

81

167

186

265

270

271

271

2772

273

280

286

287

288

269

290



®

6.

6 .

L4

15

16

.17

.18

.19,

.20

21

.27

.23

.24

.23

.26

2]

.28

.29

. 30

.31

.32

Frequency of Conducting Marketing Eescarch Studies.

Frequency of Conduct ing Markceting Research Studies
According to Company Business.

Knowing the Profitability of Different Market

segments and the Existence of a System to Spot and
Delete Weak Products.

Lxtent of Using the Services of Outside Management
Consulting Firms. '

Extent of Formal Marketing Planning.

Extent of Formal Marketing Planning According
to Company Size.

Time Span Covered by Long Range Plans According to
Company Size.

Contribution of Marketing to Strategic Planning
According to Company Business.

Approach Towards Developing a Marketing Strategy
According to Company Dusiness.

Flexibility of Long Range Plans and Ability to React

to Short-Term Development.

Objective of New Product Development According to
Company DBPusiness.

Most Important Factor for Introducing New Products
According to Company Business.

Second Most Important Factor ftor Introducing New
Products According to Company bBusiness.

Third Most Important Factor for Introducing New
Products According to Company busimness.

Co-ordinated Effort to Introduce New Products.

Pricing New Products According to Company Business.

Development Time for New Products According to
Business Sector.

Test Marketing According to Business Sector.

Summary of Companies' Reactions to the Different

ostrategles and the Expected Change of Competition
Atter 1992.

|

24 ]

291

297

293

294

295

1296

296

298

3072

306

307

308

309

317

315

316

320



LL5T OF FLGURES

= = el sl wrwres -

FICURE ' PAGE
1.1 World Market Share of Japanese Companies in

Dittferent Market Segments, 1984. | 3
1.7 Japan's Trade Surpluses, 1980-1990. 4
1.3 Japan's Real Growth in GNP, 1980-1990. 4
6.1 Percentages of Companies Where Marketing is Working

Very Closely with Other Functional Areas During

Difterent Development Stages of a New Product. 311

v1i1l1



CHAPTER ONE

GENERAL INTRODUCTION

THE AIM AND SIGNIFICANCE OF THE STUDY




CHAPTER ONE

GENERAL INTRODUCTION : THE AIM AND SIGNIFICANCE OF THE STUDY

1.1 Introduction

One of the most impressive events in modern times is the rise

of Japan after the second world war to become one of the richest

nations on Earth. By most measures Japan's post war economic
progress has been remarkably successtul. Japanese corporations
achieved leadership positions in many industries, and by the early

1980s Japanese firms dominated world markets in a whole range of
consumer and industrial products, including such key components as
semi-conductors, without which many prominent U.S. and LEuropean

companies could not operate (Figure 1/1).

The 1increase in Japan's share of world trade was translated
into growing trade surpluses 1n the 1980s (Figure 1/2).

Consequently, Japan's GNP recal growth rate consistently outpaced

that of the U.S. and the E.C. (Figure 1/3).

The continuous strong growth enabled Japan to achieve the
highest per capita GNP among the leading industrial nations in 1988.
Thirty vyears earlier the comparable {figures for Japan and America
were $346 and $2,612 (The Economist Intelligent Unit, 198/7). In
1990, income per head in Japan is expected to be around $25,990

compared with $22,200 in America (The Economist Intelligent Unit,

2
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1989). It is clear that Japan's successes have transformed her

position into one of the most feared and respected economic powers

in the world.

Japan's strength is, moreover, not merely the size of her GNP
per caplta or her rate of economic growth. The idea of Japan as a
leading industrial force is based on the country's huge exports of
capital and its emergence as the world's largest net creditor. The
country's net external assets reached $65 billion in‘'1985, $137
billion in 1987 and $400 billion in 1989; that 1987 figure is
roughly equivalent to the entire GNP of Sweden or Switzerland
(Emmott, 1989). Between 1985-88, Japanese annual direct investment

in the 12 EC nations surged 500% from $2 billion to $10 billion per

year (International Management, 1990).

In addition, Japan's remarkable economic achievements over
the past several decades have had a profound effect on the world's
economic and political systems. For example, the centre of world
manufacturing is shifting from the North Atlantic to the Pacific.
It 1is argued that the 1long dominance of Western Europe and the
U.S.A. 1is ending. In fact some observers argue that the next
century will be the Pacific century due to the increasing share of

the world's GNP originating there (Abegglen, 1984).

To understand and explain Japan's economic miracle,

explanations have gone through a series of phases but failed to give



a full account of the whole story. Not surprisingly, the initial

reactions some years ago reflected disbelief, and Japan's rapid
economic progress was either simply dismissed as temporary or
explained in such terms as 'cheap labour', 'copying', 'dumping' or
was attributed to mere 'luck and happenstance’. The next phase of
explanations focused on Japan's government support and actions. In

addition, Japan's unique management practices have attracted great

attention.

\

In fact, the reasons cited for Japan's success concentrated

on such issues as

- Government direction and support.

- Co-operative labour/management.

- Socio-cultural features of Japan.

- Superior manufacturing capabilities.
- High productivity.

- High level of quality.

- Supportive financial system.

Surprisingly, 1little attention was given to the study of
Japanese marketing practices and strategies in world markets.
Surely attention should be paid to explore the role marketing must

have played in achieving Japan's competitiveness in world markets.

The purpose of this research is therefore to examine the




factors behind the marketing strengths of Japanese companies.
Although the question ‘'why have the Japanese succeeded?' will
probably never be settled definitively, a closer look at Japanese
marketing and the competitive behaviour of her firms should help
understanding the main deficiencies in British firms. It is hoped
the study will be of value and interest to the Western business
community. It is also hoped that it will provide a basis for
British firms to take the necessary actions to become more efficient

and competitive and hence to increase their share of world and U.K.

markets.

1.2 Objectives of the Study

Briefly the aim of this study is : First, to explore the

overall approach of Japanese companies to the marketplace. This
includes top management attitudes towards business and marketing
strategies, the nature of their marketing objectives, the actual
marketing activities carried out by firms to meet competition, and
to what extent marketing is important to the company. Second,.to
investigate innovation and NPD processes 1n the corporation. This
includes the process by which new products are identified and
brought to the marketplace; the origin of ideas for new products;
the speed of introducing products to the market; and whether the

whole process is technology driven or market-led. Third, to look at

the view of Japanese firms towards the 1992 single European market.

This includes the measures taken - if any - to maintaln their




competitive position, and the ability of their strategies to exhibit

flexibility and to make adjustments in response to the expected

changing conditions.

1.3 Research Method

The study comprised three stages - literature review,
personal interviews to pilot test the questionnaire and minor
revisions and finally, mail survey data collection and analysis.
The field of inquiry involved Japanese companies with manufacturing

plants in the U.K. in a wide range of manufacturing industries. The

sample is fully described in Chapter Five.

1.4 Significance of the Study

Despite recent efforts, Japanese marketing strategies 1in
world markets, which are receiving more attention in international
business circles, have received secondary attention from research-
ers. Indeed, several studies into the competitive behaviour of
Japanese firms have tended to show that there is nothing special
about Japanese marketing. In short, researchers have failed to
provide information and insight into an area which 1s recognised as
crucial to efficient performance. The study by Wong, Saunders and
Doyle (1987) has begun the job of developing our knowledge, but,
there is still a long way to go and lessons to be learned from

Japan's experience. In order to overcome the main deficiencies of



British firms, it is vital to establish knowledge of how marketing
ls carried out across the broad spectrum of Japan's manufacturing

firms in the U.K., and to define the main factors behind 1its

strength.

The significance of this study is its contribution to our
understanding of the vital and positive role of marketing activities
within Japanese organisations, of how new products are identified

and brought to the market, and how the whole process changes in

\

different circumstances.

1.5 Organisation of the Study

The study is organised in seven Chapters, the first of which

is the Introduction.

Chapter Two is concerned with the theoretical explanation of

how marketing contributes to competitive success. It begins with
exploring the most significant changes that have made marketing a
priority, and with which marketers must learn to deal. This 1is
followed by an explanation of the key role with which marketing can
contribute to business success as reflected in both academic and
practitioners writings. The question whether successful companies
are marketing oriented is then dealt with. Finally, the chapter
outlines the role of different marketing factors 1in achieving

competitive success and highlights the role of the marketing



function in competitive strategy formulation.

Chapter Three documents the impressive record of Japan's
economic success, analysing the different factors that are believed

to have contributed to the overall competitiveness of Japan. The

chapter then investigates the effect of recent trends on Japan's

competitiveness.

Chapter Four is an attempt to examine the extent to which

Japanese companies are actually applying marketing principles and

‘techniques in world markets. The range of marketing strategies used

by the Japanese to identify opportunities, and enter world markets
are described, highlighting the role of different marketing factors

in affecting the competitive position of Japanese firms.

Chapter Five describes the methodology of field research. It
includes the formulation of the research problem and objectives, the
development of the hypotheses, the design of data collection method,
the 1identification of the field of inquiry, the design of the

questionnaire and testing procedures and the implementation of the

survey.
Chapter Six demonstrates the analysis and findings of the

field research with the statistical techniques used in this

analysis.

10



Chapter Seven gives a full summary and main conclusion of the
study, highlighting its contribution and limitations. The chapter

also offers recommendations for British firms and suggests areas for

further research.

11
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CHAPTER TWO

THE CONTRIBUTION OF MARKETING TO COMPETITIVE SUCCESS

Major economic and social changes during the 1980s have made
marketing a priority for many firms. Marketing, it is argued, can
help companies to win against severe national and international
competition. It can also provide companies with strategic weapons
to achieve success. In fact, the importance of marketing in
achieving business success has been the subject of several studies

recently. However, any attempt to stress the role of marketing in

achieving success should try to answer some fundamental questions,
such as what are the significant changes that have made marketing a
priority; what are the theoretical dimensions with which marketing
can contribute to competitive success; are successful companies
really marketing oriented; what is the role of different marketing
factors 1in achieving success; and finally, what 1is the role of the

marketing function in competitive strategy formulation?

This chapter will address itself to answering  these
questions. It will be divided into the following sections.

Section One : This section is concerned with exploring the
most significant environmental changes that have made marketing a

priority, and with which marketers must learn to deal.

Section Two : This section explains the key role with which

14



marketing can contribute to business success as reflected in both

academic and practitioners writings.

Section Three : This section seeks to answer the question

whether successful companies are really marketing oriented and if

they are how marketing has contributed to their success.

Section Four : This section outlines the role of different
marketing factors in achieving competitive success and shows the

'

role of the marketing function in competitive strategy formulation.

SECTION ONE

2.1 Marketing Amidst Rapid Change

Vast economic and social changes have made marketing an
imperative. Realisation of this fact has made companies of every
type look for a president with marketing experience who understands
such concepts as target markets, market segmentation, product life
cycles, and developing product strategies. Companies are seeking a
renewal of the risk-taking, entrepreneurial spirit that they need if

they are to be successful (Business Week, 1983).

These changes include a rapidly changing  business
environment, a critical need by business to understand markets and
competition, and a challenge to managers to adjust marketing

strategies to changing conditions (Cravens and Woodruff, 1986).

15



Gumpert (1985) summarises four of the most challenging areas
of change that have made marketing an 1imperative, and that have

combined to make the marketing manager's job

increasingly
challenging and complex as being
1. A rapidly changing national and international order;
2. An increasingly competitive marketing environment;
3. Changing attitudes to what comprises effective management;

4 The information-technology revolution. ‘

On the other hand, a Business Week article entitled
"Marketing : The New Priority", summarises the vast social and

economic changes that have altered the shape of competition as

1. The emergence of a fragmented consumer population.
2. Intense international competition.

3. Rapid technological change.

4 . The maturing or stagnation of certain markets.

Changing conditions, it is argued, have given marketing one

of the key roles - 1if not the key omne - in corporate strategy

(Business Week, 1983).

As a matter of fact, more rapid changes in the practice of
marketing are expected to take place in the future. These have led
Michaels to suggest that marketing will be tomorrow's competitive
cutting edge (Michaels, 1982).

16



Cravens and Woodruff (1986) predict that the nature and scope
of social and economic changes in the future are likely to occur at
a much faster rate than in the past. Intense global competition,
increasing complexity of people's needs and wants. Emergence of new
firms, application of modern marketing practices by less developed

countries are all seen as factors contributing to this quickened

pace.
To quote Cravens and Woodruff (1986)
"Looking ahead to the next twenty years, the
fiercely competitive business environment that
is expected to prevail simply will not allow
firms 1in many industries to succeed unless they
develop and maintain strong marketing capabil-
ites".
In fact, some years ago, Baker (1979) pointed this out and
said

" .. change is inevitable; in order to survive,
organisations must anticipate and adapt to
change, and the responsibility for anticipating
and responding to changes belongs with manage-
ment"” .

Similarly, Kotler and Singh (1981) predict that marketing

competition will heat up in the years ahead.

The reasons for change in the business environment are quite
diverse. Incomes fluctuate; technology progresses; peoples' living

patterns change; the age distribution of the population changes, and

17




so on (Itami, 1987).

Perhaps the accelerating technological change in recent years
has had one of the most profound effects on businesses. The pace of
technology has been rapid, and its impact in most cases has been
dramatic. The eighties produced astonishing leaps in technological
growth. Technological advances have had a substantial effect on the
variety of goods and services available to consumers. For example,
digital watches now account for a substantial share of all
timepieces sold. Digital records offer a new high level of fidelity
and clarity. Digital television is on the horizon (Bennet, 1988).
Companies must monitor those technologies most likely to affect
their goals and efforts. Companies must be ready to modify their
plans 1in response to the ever-changing needs of consumers. One
foundation of good marketing is the effective management of change.
Better managed companies manage change instead of being "shocked" by
it (Tofler, 1970). Managers should wake up every morning uncertain

about the marketplace, because it is invariably changing (McKenna,

1988) .

It is logical to hypothesise then, that companies emerging

from this complicated situation will be those that understand better

the new marketing and consumer environment.

Finally, if there 1is a conclusion to be drawn from this
opening section, then, it 1is clear that businesses are facing

dramatic changes in the external environment. These changes should

18



have an impact on their strategies and tactics. Businesses need to

Pay closer attention than ever before to changing political,

economic, social, and technological trends. It is clear that the

tast pace of environmental change creates both marketing

opportunities and threats. Good marketing, it is argued, can help

companies to win against the rapid <change in the external

environment, providing companies with strategic weapons to achieve

SUCCeEeSS.

In summary, Buzzell (1983) really encapsulates the whole

argument when he says

"If you have to change how to compete, then all
of a sudden marketing 1s a very 1important

function".
SECTION TWO
2.2 The Key Role of Marketing in Achieving Success

Having shown that our current environment is changing
continuously, and that marketing has become a priority for many
businesses, it 1is the objective of this section to explain the

theoretical dimension with which marketing can contribute to

SUCCeSS.

Levitt (1983) in "The Marketing Imagination", says
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"The world of competitive enterprises openly
facing each other in open markets is clearly a
world of constant change. The marketing concept
alerts wus to this fact with the prescriptive

injunction that to keep up requires studying and
responding to what people want and value, and

quickly adjusting to choices provided by
competitors".

Levitt argues that successful enterprises know that the

requisites of competitive success are as follows

1. The purpose of a business is to create and keep a‘'‘customer.

2. To do that the business has to find a niche and produce and
deliver goods or services at competitive prices.

3. To continue to do that the enterprise must have a sound
financial base and a thorough knowledge of its markets.

4 . To achieve this, the enterprise has to clarify its purposes,
strategies, and plans, clearly communicate and frequently
review them.

J5. Finally, there should be a system of control to assure that
what's intended gets properly done and, when not, that it

gets quickly rectified.

In fact the role of marketing in helping to achieve success
was appreciated many years ago. Eppert (1965) stressed the key role
of marketing in sustaining America's progress. He indicated that
nmore than ever before, the economic future of the U.S. 1s vested in
the marketing process and future American progress will be
determined largely by marketing management's success in the new

frontier : the world market".
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Iwenty years later other writers still share the same view,

as Stanton and Futrell (1987) indicated

"Now as we approach the end of the 1980's, it is
increasingly clear that marketing is the name of

the game in both business and non-business
organisations”.

In the same vein, Cravens and Woodruff (1986) suggest that

N

"As the world moves toward 1990 the analysis,
planning, and implementation of effective
marketing strategies will be essential to the

successful performance of business and other
organlisations"”.

Schwartz (1981) makes a very simple and straightforward

statement when he says

"Because marketing managers are responsible for
both implementing the 4Ps and adapting to the
uncontrollable elements in the environment, the
key to a firm's success rests with its marketing
managers”.
Further evidence of the key role of marketing is expressed by
Cunningham et al. (1987) as they say "In many ways, effective

marketing is the key to success 1in business". They add : "In the

free enterprise marketplace, the consumer decides who wins and who

loses".

However, it is important to note there that in our discussion

we do not relate business success to marketing factors alone; in
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fact doing this is considered to be unsatisfactory as Baker and Hart

(1989) indicate. They argue that the reasons for the performance of

a company are manifold and overlapping.

Barry (1986) expresses the same view when he suggests that
the managerial talent across all functional areas is the prime
determinant of a firm's long run success or failure. In fact he
goes on to say that there are some production-oriented as well as
finance - or sales-oriented firms and some of them are‘Gsuccessful.

However, he admits that they could be more successful with a

marketing-oriented philosophy. In his own words

"We propose, however, that they could be more so
(successful) with a more customer-oriented

philosophy".

In a Harvard Business Review article, Shapiro (1988) argues

that the term "market-oriented” represents a set of processes

touching on all aspects of the company. It is far more than

"getting closer to the customer”. A company can be termed market

driven only if information on all important buying influences

permeates every corporate function; strategic and tactical decisions

are made interfunctionally and interdivisionally; and finally,

divisions and functions make well co-ordinated decisions and execute

them with a sense of commitment.

The key role of marketing in achieving success is not only

found in academics' writings, but increasingly practitioners tend to
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share the same view.

A survey (Webster, 1981) conducted with 21 of the largest
American corporations concluded that "chief executives believe that
marketing 1is the most important management function in their
businesses, and they see it becoming more important in the future".
Several respondents expressed the opinion that the financial
management orientation that tended to dominate corporate strategy
once may have created a weakened position versus what ¢orporations

can do with effective marketing.

Accepting the proposition that companies can perform better
with effective marketing raises the question of whether successful
companies are really marketing oriented and if they are how

marketing has contributed to their success.

SECTION THREE

2.3 Are Successful Companies Really Marketing Oriented?

Before answering such a question, it 1is necessary to define

what we mean by success.

In fact success has many dimensions. At a simple level it
may be viewed as the consistent achievement of company objectives,
which varies from a definition of the role that the company seeks to
play in 1its 1industry to targets related to innovation and
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technology. However, it i1s a common view that the most usual type
of company objectives are finance related, like sales volume, market
share, return on investment. Looking at the major studies designed
to test what it 1s that distinguishes successful companies we find

that they all used financial criteria as means of measure successful

performance (Baker, Hart et al, 1986).

In addition some other studies have considered softer

measures such as "Quality of management", "Quality of products or
services™, "Ability to attract, develop, and keep talented people”,

"Community and environmental responsibility", and, "Innovativeness”

(Schultz, 1988).

Whatever the merits and demerits of each type of measurement,

Baker and Hart (1989) summarise the major conditions that

measurement criteria should meet as follows

1. It is helpful if the measures can be verified from sources,

like company reports to minimize the effects of respondents'

errors and to simplify the research questionnailre.

2. The measures should not vary from one industry to another

where industries are to be compared.

3. The measures should vary as little as possible from company

to company.

4L . It is helpful to have measures which can be calculated and

compared longitudinally.
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Finally it 1is important to note here that whatever the

company objectives are, the presumption is that companies can do

better with a marketing oriented philosophy.

Peters and Waterman (1982) in "In Search of Excellence",

ldentified about 50 businesses that have a history of successful
performance. Two traits that every one of these companies had were
(1) a drive to provide a superior service and quality to customers,
and (2) a drive to innovate - to develop new products and services.
Peters and Waterman found that excellent companies exhibit among
other factors closeness to customers. While closeness to customers
seems a cliche of modern business, it 1is apparent that only few
companies adhere to it. These were the excellent ones. Peters and
Waterman uncovered that "excellent companies are really close to

their customers. Other companies talk about it; the excellent ones

do it".

They also indicated that the excellent companies are obsessed
with service, quality and reliability and these characteristics
comprise an essential part of their value system. In fact, Peters
and Waterman found that the secret of many excellent companies lies
in their service, especially after sales-service. In their own

words, they concluded that

"In fact, one of our most significant
conclusions about the excellent companies 1s
that, whether their basic business is metal
bending, high technology, or hamburgers, they
all defined themselves as service businesses”.
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Procter & Gamble provides an interesting example on how to

get really close to the customer. In one of their factories,

workers are given letters from customers who have problems with the

Products. In another factory, customers are called up to talk

directly to line workers (Dumaine, 1989).

Further evidence comes from Clifford and Cavanagh (1985) in

"The Winning Performance". They concluded that the majority of

winning performers exhibit among their strategic traits

* Emphasis on innovation.

Creating and serving niches defined by customers' needs.

* Ability to identify and build on distinctive strengths.

* Recognition that the value of product or service, not just price
spells success.
They found that continuous market-driven innovation underpins
the success of the winning performers. They also found that

successful companies compete by producing and delivering a product
that supplies superior value to customers rather than one that just
costs less. They indicated as well that 1in successful companies
profit was not viewed as the prime objective, instead there was a
view of profit and wealth creation as 1inevitable by-products of

doing other things well.

A similar view was indicated by Peters and Waterman (1982)
where they pointed out that the prime objective of excellent
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companies was service excellence and that profitability naturally

follows.

Buchan and Marsh (1989) examining the successful performance
of Merck, the world's biggest pharmaceuticals group, found that a
key to Merck's winning mix in drug research is a close involvement
by marketing staff in new research projects. There are continuous
meetings between scientists working on a new product and the people
who will eventually sell it. According to J. L. Huck, Merck's

ex-chairman, "... this ensures that when the drug comes to the

market it will meet a real need."

Fisher (1989), President and CEO of Motorola, a company that
is a world leader in a range of technology-intensive products and

systems and one which even makes advances against formidable

Japanese competitors, says, "We are driving Motorola 1in one very
clear direction : answer every question in the context of the
customer. Everybody in this organisation has to wunderstand the

customer much better. There is only one customer - the person who

pays the bills. That's the person we're serving”.

It is not only in the U.S. that business success has been
associated with a marketing orientation, McBurnie and Clutterbuck
(1987) in "The Marketing Edge" found that all companies which have
achieved success in the marketplace have made marketing the
foundation stone of their business. Whether these companies were

service companies, consumer goods companies, manufactured durables
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companies, successful ones were found to be clearly market-driven.

Marketing as the foundation stone of successful companies was

reflected in their corporate strategies where you often find such

statements as

* Providing the highest level of service to all customers.

* Responding quickly and sensitively to the changing needs of

present and potential customers. ”

In fact, one big consumer goods company attributed its

success to four particular factors

* Creative Marketing.

* Every one in the company is going in the same direction.
* Concentrating on areas where the company has expertise.

* Commitment of the total management team.

Saunders and Wong (1985) indicated that excellent companles
in the U.K. placed emphasis on providing customer satisfaction
through product quality and service. The main feature of the better
performers was offering superior quality products and services at

competitive prices.

Hooley and Lynch (1985) in their study of 1,504 British
companies, found that more successful ones, called the "High-fliers”

shared three common characteristics to a degree which the less
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successful companies called the "Also-Rans" cannot match, these

characteristics were

1. A genuine market orientation.
2. A strategic sensitivity and responsiveness.
3. Particular emphasis on product quality and design to a larger

extent than on price.

The genuine market orientation of the "High-fliers" appeared
significantly in their greater use of market research in its many

forms from the less to the more sophisticated.

Michaels (1982) examining the characteristic features of

leading consumer packaged-goods companies identifies five features.

These are

1. The most effective organisations are consumer-oriented.
2 . They take an integral view to planning.

3. They look further ahead - at least 3 to 5 years.

4 . They have highly developed marketing systems.

5. Marketing dominates the corporate culture.

Ogilvy (1983) 1looking for the reasons for Procter and
Gamble's overwhelming success 1indicated that they are really
marketing oriented. They apply marketing principles and techniques
like marketing research and marketing segmentation in every basic
meaningful way. Their test marketing is particularly thorough and
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patient. They tested one product for regional expansion, from the

West to the East coast of the U.S., for six years.

In fact, evidence supporting the key role of marketing in
achieving success is not only limited to the industrial sector.

Further evidence comes from Davis' (1987) study "Excellence in

Banking". He found that

"The excellent banks have been driven by their
customers to re-evaluate their client
priorities, organisational structure,
information base and delivering systems. They
are much closer to their customers in the sense
ot physical contact, formal and informal market
research and the wuse of relationship managers

who are assuming an increasingly important role
in customer interface”.

Moreover, the role of marketing is not limited to the size of
the company. Both, large and small firms can benefit from the

strategic weapons marketing provides.

Chaganti and Chaganti (1983) comparing the key features of
the product and market strategies of  profitable and not-so
profitable small businesses, found that the most protftitable firms

achieve this status by identifying a niche in the marketplace.

Seller (1987) investigated the reasons why one American beer
company was performing so well and increasing market share steadily
unlike any major competitor. She tfound the secret 1in the

application of marketing  techniques more  vigorously and
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imaginatively than its competitors. The company's most important

techniques were its target marketing and its obsession with quality.

Finally, Baker and Hart (1989) found that successful

companies have a number of differences from the less successful

ones. At the strategic level

1. These  companies have greater commitment to strategic
planning. *

2. They quantify objectives to a greater extent.

3. The period covered by strategic plans 1s generally longer.

4. They add value to their products to a significantly greater
extent.

At the tactical level

1. The more successful companies were more actively involved in

market research and information gathering, market segment-

ation and promotion.

Certainly lessons can be learned by examining the factors

that have contributed to the failure of some businesses.

One study (Clark, 1979) followed the activities of

unsuccessful organisations. Reasons for failure included

31




1. An 1nability to adjust to changing times and consumer

needs.

2. Improper execution of marketing, finance, and

production techniques.

3. Inability to develop a distinctive, positive image in
the marketplace.

4 . Implementing radical changes too late.

d. An 1ineffective drifting in the marketplace; a lack of

understanding company strengths and weaknesses.

At first glance, it 1is mnot difficult to conclude that
basically most of these factors reflect poor marketing performance.
It 1is apparent that these companies were unable to understand and

implement marketing principles and techniques. In short, they were

not marketing oriented.

A more recent study (Bruno, 1987) entitled "Why Firms Fail",
supports the above findings. Among the reasons cited for failure of

some high-technology firms were

* Wrong product timing and design;
* Ineffective distribution relations;
* Unclear business definition; and

* Too great a reliance on one customer.

Another study (Doyle, 1985) examined how four 1large Dutch

enterprises had, after a long period of decline, been turned around
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into profitable businesses. Among the factors identified for the

revitalisation of the businesses were

* Development of clear marketing strategy defining target markets,

and differentiated advantage.

* Determining clear product market priorities for action.

It 1s apparent from the above studies that poor marketing is
regarded as a main cause of failure in business. 1In fac¢t, the lack

of effective marketing is considered a main reason behind the

decline of British producers in world markets.

One study (NEDO, 1981) assessing the marketing efforts
pursued by the British industrial sectors both in home and overseas
markets has identified the lack of commitment to marketing as the
single most important constraint against improvement 1in the U.K.'s

market share.

Another study (Stacey, 1962) concludes that the neglect of
marketing functions, 1including market research, advertising and

public relations abroad, was one of the main reasons causing Britailn

to lose her share in world markets.

Further evidence comes from a study by Johnson (1982) where
he concludes that Britain's lack of competitiveness is reflected not
only in the production function but also in marketing performance.

He argues that British producers make products which are comparable
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to their competitors, but their marketing is not as aggressive as

that of foreign producers.

In the same vein, another study (Turnbull et al, 1981) about
marketing and purchasing practices in five European countries came

to the conclusion that British firms are slow in offering new

products, less likely to initiate joint product development with
their customers, cannot be relied wupon to supply products of
consistently high quality nor to provide customers with technical

information, and finally they are regarded as slow and very

unreliable in delivery.

In an article entitled "Marketing and the Competitive
Performance of British Industry : Areas for Research" , Doyle (1985)
suggests that poor marketing has been an important contributor to
the decline of Britain's competitive market position. He argues
that instead of investigating macroeconomic factors as a cause of
the U.K.'s poor performance, attention should be paid to the

examination of factors within individual firms, for example, lack of

commitment to marketing.

Finally, McBurnie and Clutterbuck (1987) state that

"The plain fact is that if even half the major
(let alone the minor) companies in Britailn
understood and reacted to customers' needs as
well as they should, the entire economy would be

far stronger than it is now - and the Japanese
would be trooping here to find out how it was
done” .
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Before closing our discussion, insights can be gained by
examining the factors that have contributed to the success of some
specific companies. IBM and AMSTRAD will be examined from the
consumer electronics business, with REEBOK and HI-TEC from the

leisure and sport business.

1BM

The information technology business is one of the most
complex and competitive markets, demanding high R & D capabilities,

technological innovation, manufacturing excellence, financial

soundness, and aggressive marketing.

IBM is an excellent example of a company which has remained

highly competitive through all the changes that have affected the

industry.

Its founder, Thomas J. Watson (1963) articulated 1IBM's

philosophy in 3 simple beliefs

1. Respect for the individual.
2. Superior service to the customer.
3. Pursuit of excellence as a way of life.

The key element in IBM's success is theilr superior service to
the customer. Throughout the company the message is made clear :

nRemember’ the customer Pays your Salary". The company 1S Clearly
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market driven. Markets are extensively researched, analysed and

segmented in a meaningful way.

McBurnie and Clutterbuck (1987) observe

"It 1s, quite simply, a strongly market-driven,
well managed organisation which knows exactly
where it intends to go and how it will get there

- a formidable combination with a high
likelihood of success".

AMSTRAD founded only in 1968 has grown rapidly and is now
considered one of the most successful consumer electronics companies

in the U.K. (Financial Times, 1988a).

Its founder, Alan Sugar (Financial Times, 1988a) describes
his company as a "marketing company". He believes that it is mainly

marketing that has contributed to his company's success.

What AMSTRAD does is very simple and can be termed "creative
imitation®. AMSTRAD waits wuntil a product shows signs of taking

off. By looking hard at the existing offerings, they come up with

simpler designs, often adding some innovative features of their own.

The product, usually priced cheaply enougnh to undercut all
opposition, 1is pushed by a large advertising budget often directed

at people who are price sensitive.
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REEBOK

REEBOK international the sports shoes manufacturer has grown
dramatically in the 1980s to acquire one third of the athletic
footwear market in the U.S. and is now growing rapidly overseas
(Financial Times, 1988b). The secret of REEBOK success, it is
argued, lies 1in its analysis of what consumers want from their
sports shoes. REEBOK studying carefully market trends in the U.S.,

discovered it 1is the leisure areas which determines®success or

failure in the industry.

REEBOK left rivals behind sweeping the market in the States
with 1ts fashionably oriented shoes of soft 1leather appealing
strongly to women. In the words of Rene Jaeggi (Financial Times,
1988c) Chairman of ADIDAS one of REEBOK's competitors "Reebok
discovered females". He added, "A new product was created. It was

actually a very simple 1idea, but excellently and consistently

marketed”.

HI-TEC

HI-TEC 1is another company in the leisure and sport business
which provides an excellent example of a company founded only 1in

1974, and now placed very close to the market leader (McBurnie and

Clutterbuck, 1987).

It 1is argued that the company has achieved this position
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through its marketing orientation. Technology and sport-shoe
manufacture is widely known so the compctitive edge it is argued has

to come from styling and quality of construction- to ensure

performance to the standard required.

In a relatively short period of time, the company has
established itself 1in the core sport segments and now it is
extending its brand into fashionable footwear. It positioned itself
to exploit a market gap between an inactive Dunlop and an expensive
Adidas. High-tec's chief executive summarises the main features of

the company's successful strategy as follows

* Being better informed and wider awake than the competition.
* Having the best product for money in the market.
* Consistently providing the right colours and cosmetic appeal.

* Being more creative and imaginative than others in the market-

place.

Accepting the fact that companies can do better with a
marketing orientation, and demonstrating that successful companies

can only do this by meeting the needs otf the marketplace, 1t 1s now

proposed to discuss the role of different marketing factors 1in

achieving competitlive success.
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SECTION FOUR

2.4 The Role of Different Marketing Factors in Achieving Success

Having discussed the key role of marketing in affecting the

positions of competing firms, it is appropriate now to outline the

role of different marketing factors in achieving success.

Some of the major factors will be discussed next to see how

each factor may affect the position of competing firms in the

marketplace.

2.4.1 The Role of Marketing Research

In essence marketing research is undertaken to help marketing
managers make better decisions. In today's highly competitive
environment, the effective wuse of information 1s a «critical
managerial weapon. Moreover marketing research is expected to be

more important in foreign markets where the risks are certainly

greater.

Tookey (1964), Shankleman (19/5), and McFarlane (1978) found
that the inefficiency of the marketing research function is one of

the major causes behind some companies' lack of competitiveness.

On the other hand, Baker and Abou-Zeid (1982), found that 86%

of companies with a high record of export performance carried out
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export market research.

Support of the above findings 1is found in a NEDO report
(1979) which showed that gathering detailed and reliable information
1s a major factor behind success in these markets. By contrast, an

ITT report (1975) considered the lack of market research activities

as a major constraint on export growth.

Finally, Hooley and Lynch (1985) indicated that successful

companies made much greater use of all types of market research than

did less successful ones. Market research techniques used included

customer surveys, qualitative research, field experiments and

laboratory experiments.

2.4.2 The Role of the Product

Baker, Hart et al (1986) state that wultimately company

success 1is dependent upon 1its product policy. In the same veln,

Kent (1984) indicates that price 1is the price of the product,

distribution 1is the distribution of the product, and advertising 1s

the advertising of the product.

In considering the role of the product in achieving business

success, we will deal with the following 1issues

* Product differentiation.

* Product quality.
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* Product innovation.

2.4.2.1 Product Differentiation

Levitt (1980) 1in his article "Marketing Success Through
Differentiation of Anything", stated that "there is no such thing as
a commodity, all goods and services are differentiable". Levitt
attributes the success of companies 1like IBM, Xerox, Texas
Instruments, and ITT to the amount of careful analysis, control, and
field work that characterises their management of marketing. Their

success, he argues, is related to their ability to differentiate the

most commodity-like products.

Hall (1980) studying the financial performance of leading
firms 1in eight established old industries, found that over a
significant period of time the top firms in these 1industries
outperformed well known growth-industry leaders. Explanation of

their superior performance was that they pursued meaningful

differentiation in their offerings.

Levitt (1980) suggests that "meaningful differentiation 1s

competitively more effective and enduring than low cost production

alone".

Support of Levitt's suggestion comes from all the major

empirical studies conducted to explain the success of top performers

(Peters and Waterman, 1982, McBurnie and Clutterbuck, 1987, Clifford
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and Cavanagh, 1985).

In the study by Clifford and Cavanagh (1985) one CEO of the

Cop performers stated

"The lessons to be learned is that no matter how

commonplace a product may appear, it does not
have to become a commodity. Every product,
every service can be differentiated".

In fact, one of the three strategies for a company to pursue,
ldentified by Porter (1980) in his "Competitive Strategy", 1is
differentiation. In this strategy the company concentrates on
creating a highly differentiated product line and marketing
programme so that it comes across as the class leader in the

1ndustry. Most customers would prefer to buy this brand if 1its

price 1s not too high.

Saunders and Wong (1985) found in their survey that excellent

companies were better at product differentiation than less

successtul ones.

A business and 1its products can be ditferentiated in
different ways. Among the favourable routes are : providing
superior product quality or offering innovative features. These

will be discussed next.

42



2.4.2.2 Product Quality

El-Morsy (1986) indicates that the role of product quality
represents the most important aspect of product-related factors, and

1s considered the main method of achieving competitiveness.

According to John A. Young (1984), CEO of llewlett-Packard,

"In today's competitive environment ignoring the quality issue is

tantamount to corporate suilcide".

In fact, product quality, it 1is argued, 1is a powerful
ingredient 1n a successful competitive strategy. Quality can
increase productivity and profitability by lowering costs and

increasing sales (Shetty, 1987).

Shetty (1986) 1in his study of the relationship between
product quality and profitability found that a strategic focus on

quality 1is one of the best ways to gain a sustainable competitive

advantage.

Another study by Ross and Shetty (1985) supports the above

findings. It was found that quality has a direct impact on both

market share and profit margins.

Further evidence is found in Schoeffler, Buzzell and Heany's
study (1974). They provided quantitative data concerning the link
between quality and profitability. They found that both rate of
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return on investment and net profit as a percentapge of sales rose as

quality increased.

They further discovered that businesses that improved quality

increased their market share five or six times taster than those

whose products declined in quality.

Along similar lines, a study by Buzzell and Wiersema (1981)

lnvestigating the relationship between advertising, price, product

quality, and market share found that quality improvement is the most

powerful in building market share.

The study showed that

* Changes 1in product quality had the strongest relationship to
changes 1in market share.
* Advertising had only a modest relationship to share changes, and

* Price changes had no relationship to share changes.

Shetty and Buehler (1983) wusing case studies 1involving
several companies showed that quality can 1ncrease profits by
lowering costs, 1increasing sales, and 1mproving the firm's

competitive posilition.

It 1is worth noting here, however, that superior quality 1s

not synonymous with high or sophisticated technology. Successful

companies always sacrifice an unproven technology for something that
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works (Peters and Waterman, 1982).

In tact, Takeuchi and Quelch (1983) argue that quality is
more than making a good product. They say that it is also a matter

of keeping close tabs on changing consumer values and after sales

services.

Garvin (1984) in one of his several studies attributes the
decline of American competitiveness relative to Japan to high

quality imports and relative lack of emphasis on quality by American

tirms.

With respect to British experience, similar evidence of the

importance of quality is documented in many studies.

A NEDO (1983) study stresses the importance of quality to

British producers. It states that "price, though important, is not
everything in today's international markets. What 1s just as
important in world markets is quality". The report adds : "The most

effective way of increasing our share of world markets 1s to give

the customer the quality he demands at a price he 1s prepared to

"

pay

It is important to emphasise that quality improvement is a
continuous process, for there is mno such thing as top quality.
Everyday, each product or service 1is getting relatively better or

worse compared to competition (Peters, 1988).

45



Finally, companies using product quality as a competitive
strategy should define quality from the customer's perspective.
Quality, Garvin (198/7) contends, means pleasing customers, not just
protecting them from annoyances. He says that customers complaints
play an important role because they provide a wvaluable source ot
product information. He adds some customers' preferences should be
treated as absolute performmance standards. In other words,
customers define quality and management should accept the perception
ot customers. To identify customers' requirements, however,

successful companies wuse customer surveys, customers’' comments,

focus groups and constant interaction with the customer (Shetty,

1987).

2.4.2.3 Product Innovation

One basic role of the marketing function is helping and

assisting new products to achieve success in the marketplace.

Baker (1988) in an article entitled "Innovation - Key lo
Success". claims that the key strategy to achieve competitiveness is
innovation, and that it should receive the most attention from top
management.

Drucker (1989) provides a clear example of a Dbusiness
priorities. He says, "because its purpose 1s to create a customer,
the business enterprise has two - and only two - basic functions
marketing and innovation. Marketing and innovation produce results;
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all the rest are costs™". Marketing and innovation in turn are about

building strong position and achieving market dominance.
—

Companies that do not have the will to innovate, inevitably
end up with obsolete products which customers refuse to buy.
Companies wishing to hold to their present customers and enter new
market segments must deliver new products or services which meet the

necds of the customers more effectively than those currently in the

market (Humble and Jones, 1989).

In fact, with shorter product life cycles, intense
International competition, complexity and variety of consumer needs

and wants, 1nnovation turns out to be a necessity not just an

afterthought.

Wilson (1984) indicates that if the processes of innovation
are to be successful, they must run in parallel with a deeper and
consistent study of the innovative concept or product, that 1s the

customer.

Pearson (1988) contends that what distinguishes successful
competitors from less successful ones are two basic principles.
First, successful competitors know that consistent innovation is the
key to a company's survival. Second, they understand that the most
successful innovation they can make are those that create value for

the current and potential customers.
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Support for this view has been provided by Von-Hippel (1932)
who argues that cusctomers rather than manufacturers are often the

actual developers of successful new products.

Among the most eXtensive innovation studies has been the
SAPPHO project (1972). It came to the conclusion that successful
firms pay more attention to the market than do failures. Successful
innovators 1innovate 1in response to market mneeds, involve potential

users in the development process, and better understand user needs.

Support of the above findings is found in the McKinsey study
of America's high-growth midsized companies. Successiul companies,
it was found, see their role as taking note of customer needs and

meeting those needs 1n a distinctive way by innovating on their

behalf (Clifford and Cavanagh, 1985).

Cooper (1979) identifies three factors that contribute to new
product success. These are marketing and managerial synergy,
strength of marketing communications and launch effort, and market

needs, growth, and size. It 1s clear that these factors describe a

strong marketing orientation.

Doyle (1989) argues that innovation 1s not about new
technology but rather about developing brands which meet the needs
of customers more effectively than products or services currently in

the market. Successful innovation requires creating a climate in

the organisation which focuses on market needs and brand development
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rather than on short-term profit performance.

On the other hand, poor marketing is regarded as a chief

factor in the failure of new product innovation.

Cooper (1975) in another study refers to marketing as a major

cause of failure of new industrial products.

Millmans (1982) indicates that the lack of market orientation
and breakdown in communication are the reasons for British industry

failing to complete the product innovation cycle and achieve full

commercial exploitation.

In the same vein, Wilson (1984) argues that Britain's
economic failure has not been caused by shortage of creative

ability, but by inability to exploit inventions.

In his article entitled "Marketing and Competitive
Performance of British Industry : Areas for Research™, Doyle (1935)

states that

"The marketing success storlies are not the
Concordes, Hovercrafts, Prestels or EMI Scanners,
but the Sony Walkman, Honda Accord, McDonalds and
Komatsus - convential technologies, superior
marketing".

Drucker (1985) sums up the whole argument when he says

"The test of an innovation, after all, lies not

in 1its novelty, its scientific content, or 1its
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cleverness. It lies in 1ts success in the
market".

2.4.3 The Role of Price

Udell (1964) in an article entitled "How Important is Pricing

in Competitive Strategy'", tried to ascertain the kecy elements of
business success 1n the marketplace. 1In his survey of 200 producers
of 1ndustrial and consumer goods, one half of the respondents did

not select pricing as one of the five most important strategy areas

in the tirm's marketing success.

According to Udell three factors probably account for the
relatively low ranking of pricing. These are : (1) Little or no
treedom for a company to deviate from the market price; (2) Today
consumers are interested in more than just price; (3) It 1s through

successful product differentiation that a manufacturer may obtain

some pricing freedom.

A similar view 1is shared by Posner and Steel (19/9) who
indicated that non-price factors are more important 1n advanced

manufacturing countries.

On the other hand, some other studies stressed the critical

role of price. One study (The Central Policy Review Staff, 1975)

indicated that British car manufacturers must equalise their cost

base to that of the competition 1if they are to achieve success.
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In the same spirit, Mikesell and Farah (1980) reported that
the decline in the U.S. share of markets in less developed countries

were mainly due to price factors.

However, being the low costs producer, only, is not enough;
price competitiveness makes sense when 1t 1s combined with
competitiveness 1in all other factors (Levitt, 1983). Along similar
lines, Baker, Hart et al. (1986) concluded : "... price is important

it and when the quality of rest of the package is comparable to the
competition. Otherwise the cost benefit trade-off must be

conslidered".

2.4.4 The Role of Distribution

It 1s widely accepted that the selection of etffective

channels of distribution 1s often a critical factor in a firm's

differential advantage in world markets.

Blackwell (1982) 1indicated the importance of distribution

when he stated that

"In an environment of technological parity,
effective market coverage becomes even more
important 1n determining competitiveness, and
choosing the best channels to serve specific
market segments becomes a critical and complex
decision”.

Stern and Sturdivant (l198/) stated that
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"0t all marketing decisions, the ones regarding

distribution are the most far reaching. A
company caue easily change its prices or its
advertising. It can hire and fire a market
research agency, revamp its sales promotion,
even modify 1its product line. But once a

company sets up 1ts distribution channels, it

will generally find changing them to be
difficult".

They {further argued that distribution, too often, 1is the
neglected side of marketing. Many companies lose large shares of
their markets because they resist making changes in thelr existing

distribution network or because they reach their markets 1n outmoded

- T

_Oor outdated ways.

Similarly, Nadel (198/) wrote

"One of the most vital and powerful parts ot the
product mix 1s distribution, and companies that
control distribution control almost everything".
Slijper (1978) supported the above finding. He concluded

that better distribution may often be the means of facing intensive

competition in world markets.

Walsh (1979) 1indicated that distribution was the most

effective way for British producers to enter the German market.

On the other hand, the Central Policy Review Statf study
(1975) concluded that a poor distribution network 1is one of the

chief factors contributing to British car manufacturers' lack ot



competitiveness.,

In short, it is clear that the ability of the firm to choose
and manage the appropriate channel of distribution will ultimately

influence 1ts success or failure.

2.4.5 The Role of Promotion and Advertising

Relatively few studies have emphasised promotion as a factor

for achieving competitive success.

Nevertheless, Slatter (197/77) in his study of the
pharmaceutical industry «claims that promotion 1is a major factor

leading to the increase in market share.

Suzuki (1980) in his study of Japanese advertising in the
U.S.A. reveals that there is some correlation between the sales
volume of four sectors and the increase ot advertising expenditure
which means that advertising had some effect on export performance

in the U.S. market.

Johnson (1982) indicates that failure to create the right
image and effectively communicate the benefits of the product, Iis
one of the major reasons behind the British car industry's lack of

competitiveness.

On the other hand, Mitchell (197/9) reported that only 3 per
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cent of the firms he surveyed claim that advertising is a vital

factor for success in f{foreign markets.

Increasingly, however, it seems that companies are now
considering  successful advertising to be a prerequisite for
profitable international operations. A successtul advertising

campalgn 1s seen to be the critical factor in achieving sales goals

-

(Roth, 1982).

Killough (1978) in an article entitled "Improved Payoffs From
S

Transnational Advertising", argues that if advertising succeeds in

establishing and maintaining the desired market image, it can pave

the way for expansion.
In brief, promotion and advertising activities, if used

effectively, can create a perceptive effect and can have a key role

in achieving business success.

Before <closing our discussion of the role of different

marketing factors in achieving success, we will deal briefly with
the role of the marketing function in competitive strategy
formulation.

Levitt (1983) points out that "there can be no corporate

strategy that 1s not 1in some fundamental fashion a marketing
strategy". Ohmae (1988) argues that the first principle of strategy

1s not to beat the competition but to serve the customer's real
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needs. He arpues that it is important to take the competition 1into
account only after management rccognises that the heart of strategy

is : creating and delivering value for customers. Ohmae (1989)

argues that getting back to strategy and focusing on providing value

for customers lies at the heart of the competitive challenge facing

managers today.

Accepting the 1dea that the purpose of the business is to
create and keep a customer, it follows that an effective corporate

strategy should predict and respond to what customers are willing to

pay at a certaln price.

Schendal and Hotfer (19/9) 1identify four distinct levels of

strategy formulation

1. Enterprise strategy : This level of strategy formulation is
concerned with the overall social, political, and legal
environment of the firm. It deals with such issues as
government relations; the social responsibility of business;

policy towards stockholders; ethical conduct and the like.

2. Corporate strategy : Strategy formulation at this level is

concerned with selecting the porttolio of business for the

firm. It provides a way for management to answer more
effectively the questions : what business is the firm in?
and what business should it be in? In general, corporate

strategy serves to integrate the activities of such critical
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management areas as marketing, finance and production.

3. Business strategy : This level of strategy formulation is
concerned with the selection of overall competitive goals and
tactics by the business unit within a specific industry. At
the business level, the major purposes of strategy are to
identity the major opportunities and threats of a business
will face and to identify the key resources and skills around
which 1t can develop a strategy that will exploit these
opportunities and meet these threats in a way which will

satisty its goals within its existing structure.

4 . Functional strategy Corporate strategy, by detinition,
constrains all administrative and operational decisions
throughout the organisation. Because ot the size and
complexity of these tfunctional areas, such as marketing,
finance and production, it is not surprising that each, in
turn, seeks to develop its own strategy which constrains the
action within each group. Each otf these functional

strategies 1s an element of corporate strategy and when
aggregated they provide a substance and meaning to the firm's

overall strategy.

Perhaps the work by Porter (1980) on "Competitive Strategy",

is the most comprehensive in the area.

Porter proposed three generic strategies that a company can
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pursue within a market.

Overall cost leadership. Here the company works hard to

achieve the lowest cost of production and distribution, so that it
can price 1its products lower than its competitors and win a large

market share.

Differentiation. llere the company concentrates on creating a

highly differentiated product line and marketing programme so that
it comes across as the class leader in the industry. Most customers
would prefer to buy this Dbrand if 1its price 1is not too high.
Companies pursuing this strategy have major strength 1in R & D,

design, quality control and marketing.

Focus or Market Segmentation. Here the company focuses its

effort on serving a few market segments well rather than going after
the whole market. The company gets to know the needs of the
segments and pursues either cost leadership, product

differentiation, or both within each chosen segment.

Although, Porter did not address marketing directly 1in his

discussion, however, it can be safely concluded that at least two of

these strategies are marketing oriented (El-Morsy, 1986).

For example, focus strategy is by definition a marketing

strategy. In fact, the concept of market segmentation and 1ts

counterpart, positioning, are seen as marketing's most 1mportant
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contribution to strategic thinking in general and competitive

strategy in particular (Briggadike, 1983).

With  reference to the second strategy which is a
differentiation strategy. A business 1in differentiated when some
value-added activities are performed in a way that leads to

perceived superiority along dimensions that are valued by customers

(Day and Wensley, 1988).

Among the most favoured routes to differentiate a business or
its products are : providing superior service, using strong brand

name, offering innovative features, and providing superior product

quality.

It 1is obvious that for such a strategy to achieve success

needs in the first place a strong marketing orientation.

In fact, Levitt (1980) points out marketing's ability to

differentiate anything.

From this brief discussion, it is not difficult to conclude
then, that marketing provides a key input to the competitive

strategy formulation process.

2.5 Conclusion and Summary

The purpose of this chapter was to shed 1light on the
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contribution of marketing to competitive success. It has been
already concluded that companies need to pay closer attention than
ever before to changing political, social, economic, and
technological trends. Marketing, it is argued, can help companies
win against severe international competitions. Yet, for all the lip

service companies give to being marketing oriented, it is remarkable

that only a few of them appear to adhere to it. Successful
companies, on the other hand, have made marketing a distinctive
element 1in their business strategies. They view 1t as a major

factor to gain market power and competitive strength. Lastly, 1t

was made clear that marketing 1is a key element 1n competitive

strategy formulation.
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CHAPTER THREEL

A CRITICAL REVIEW OF JAPAN'S SUCCESS IN WORLD MARKETS

From the preceding chapter, 1t 1s apparent that the
environment is undergoing rapid and significant changes. No
business can hope to survive, much less grow, without a
repositioning of marketing within the firm. Marketing provides the
means for business growth in an unstable environment. Tt also
allows the firm to take advantage of the environmental opportunities
and minimise the risks of external threats. Moreover, 1n
international markets with the ever sharpening competition,

marketing is a key factor to gain market power and competitive

strength.

With this background in mind, the researcher now turns to
review the reasons often cited in the literature to explain Japan's

phenomenal success, to examine whether marketing has attracted the

attention 1t warrants.

In doing so, the chapter will be divided into three sections.

Section One : This section will give a general overview about

the reasons often mentioned to explain Japan's success.

Section Two : This section will deal with the different

factors that are believed ¢to have contributed to the overall
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competitiveness of Japan.

section Three : This section will examine the effect of

recent trends on Japan's competitiveness.

SECTION ONE

3.1 Reasons Cited for Japan's Success in World Markets

In 1988, income per head in Japan was around $21,000 compared
with $19,600 in the United States. Thirty vyears earlier the
comparable figures were $346 and $2,612. In one generation, Japan

has raised itself 1into one of the richest nations on earth (The

Economist Intelligent Unit, 198/ and 1988).

To explain this economic miracle, a host of factors may be
cited but seem to give an incomplete explanation of the whole story.
Kotler (1985), on reviewing these explanations, showed that some
argue that the foundation of Japan's success rests on a combined

policy of protecting its home market against <foreign competition

while dumping 1its goods in foreign markets. Others argue that
Japan's success is due to its cheap labour costs. Still others

argue that Japan's success is due more to luck and happenstance than

to 1its superior capabilities. Still others attribute theilr success
to what might be called the creative advantage of starting behind.

Japan has no resources worth noting; it also has minimal energy
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resources, Ohmae (1982) in "The Mind of the Strategist™ put it this

way

"From age six to age twelve one theme was
drilled 1into me (at school) : how Japan could

survive, The only solution to this problem,
pupils were and are still told, is to import raw
materlials, add value to them, and export ..
We must do this or perish .... This cultural

upbringing is the mainspring of the "workaholic"
nature ot the Japanese".

Sethi (1974) attributes Japan's postwar recovery to three

sets of ftactors

1. The historical traditions, personality, culture and social

norms of the Japanese people;
2. Strong business-government ties, and,

3. Japanese management traditions and practices.

In the same vein, Vogel (1985) stated that

"The key Japanese ministries like MITI have a
sense of responsibility for the overall success
of Japanese industries 1in their particular
sector. Their job is not to dictate to 1industry

but to provide the external environment
conducive to a Japanese company's long term
success"”.

According to Inose (1979), the major factors contributing to
Japan's rapid industrial expansion has been technological

innovation, government policy and a motivated labour force.
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This last point (motivated labour force) has attracted some
attentlon. To the Western eye the Japanese are willing to work hard
and think of the company they work for or the group they belong to
as a part of themselves. They are seen as eagerly devoting
themselves to the organisation, to the extent of sacriticing their

personal lives or time with their families (Hamaguchi, 1988).

Vogel (1979) emphasises this point further, in his words

"

compared to Americans they are absent less,
strike 1less, and willing to work over-time and
reftrain from using all their allocated vacation
time without any immediate monetary benefits,
loyalty to the company is typically higher and
hard work more common".

Morita (1987) highlights the role of management in motivating
the labour force and denies the role played by the government in

achieving Japan's current position. In his own words

"There 1s no secret ingredient or hidden formula
responsible for the success of the best Japanese

companies. No theory or plan or government
policy will make a business a success : that can
only be done by people. The most important

mission for a Japanese manager is to develop a
healthy relationship with his employees, to

create a family-like tfeeling within  the
corporation, a feeling that employees and
managers share the same fate. Those companies

that are most successful in Japan are those that
have managed to create a shared sense of fate

among all employees, what Americans call labour
and management and the shareholders”.

However, still others disagree with this last point mentioned
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and emphasise the role of the government. Scott (1984) concluded

that Japan's remarkable postwar economic  growth 1is  based

considerably on Japan's government rejection of static, conventional

economic theories.

Some others relate Japan's success story to their distinctive
personnel and 1ndustrial relations. Things 1like "life-time
employment” 1is often mentioned as a psychological factor that has
contributed to minimise the resistance of workers to automation and

peacefully accept changes in production technology (Ways, 1967).

Reasons cited so far for explaining Japanese success have
been limited to issues like the active role of the government and
human resource management, what some writers call "Japanese software
systems" (McMillan, 1983). Recently Japanese manufacturing systems
have also been mentioned as an area where the secret of their
success lies. Substantial references in the literature relate their

success in world markets to their distinctive production techniques.

Things 1like high productivity, benefits of the experience
curve, high 1levels of quality, automation of the production

procedures and just-in-time purchasing are often mentioned (Buffa

and Sarin, 1987; Cavinato, 1984).

Their advantages in TV sets appeared to lie in the following

(Financial Times, 1979)
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1. Labour cost half or one third as high as in Germany or the

U.K.

2. Designs requiring up to 30% fewer components than the West
European and U.S. sets because of a greater use of integrated
cilrcuits.

3. Automation in the assembly sets (between 65% and 80% of total
components used as against between 10 and 15% in Germany and
U.K. plants), meaning that a Japanese company can produce a
colour TV set with an average of 1.9 man hours against 3.9 in
West Germany and 6.1 in Britain.

4 . Large scale of plant operations (output per plant of around
500,000 sets a year) with double the capacity of European
plants.

D. Superior quality components.

Productivity changes for industrial countries are given to

prove Japan's higher productivity and consequently competitive

SUCCeSsS.

Over the period 1960-1980, Japan's productivity averaged
9.5%, while in Germany, France, the U.K. and the U.S.A., it was
5.6%, 5.4%, 3.6%, and 2.7% respectively (Buffa, 1984). Also
comparing the productivity of the Japanese automobile production
worker with his American counterpart, it was noticed that the

Japanese produces 50 cars per year, while the American produces only

25 (Takeuchi, 1981).
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Takeuchi (1981) also concluded that the attention given to
quality control to change the image of "cheap and shoddy" associated

with "made in Japan" products, was a key factor that enabled Japan

to compete successfully in world markets.

In part, the supportive financial system is also mentioned as
a factor which contributes to Japan's success. It was concluded
that Japanese companies, which are largely bank-financed, do not
have a constraint or an obligation to achieve short term protfits to
provide stockholders with earnings on thelr investments as is the
case 1in Western companies (Kotler, 1985). The obligation to pay
early dividends on the part of Western firms - which might be in the

interest of stockholders - might be a limiting factor in their

ability to compete successfully in world markets.

Abegglen and Stalk (1986) attributed Japan's continuing
success 1in world markets to their fierce competitive environment

found back at home. They added that Japan 1is particularly

successful if another two factors are present, namely

1. Labour productivity.

2. Cost advantage.

Others do not view Japan's model as unique, and argue that

the Japanese are imitators rather than innovators. To quote Nadler

(1984)
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"A  good deal of Japan's recent success has its

roots in what the Japanese learned from the U.S.
and which we seem to have forgotten".

In a less friendly and less objective recitation of Japan's

culture orientation, it 1is reported that Japan is "un pays de
manliaques du travail, qui vivent dans ce que les Occidentaux ne
considereraint guere mleux ques des clapiers, ou les cadres

abandonment leur droit aux vacances parce qu'ils estiment que leur
entreprise a besoln de leur efforts" ("a country of workaholics who
live 1in what Westerners would regard as little better than rabbit
hutches, and where workers give up their rights to vacations because

they believe their enterprises mneed their efforts") (Quoted in

Johnson, 1983).

Not denying Japan's success story, Franko (1983), however,
attributes a large part of it to the errors and mistakes made by

Western competitors. In his own words

"Strong as the Japanese have been, they have
often been aided mightily by errors of omissions
or commissions of their Western competitors”.

The aim of the above 1is to give an 1idea about the reasons

widely mentioned in the literature, explaining Japan's success.

Having done this, certain issues arise @ First, it 1is

apparent that most of the reasons cited concentrated on issues such

dS
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* Government support.

Good labour/management relations.
* Socio-cultural features of Japan.
* Superior manufacturing skills.

* High productivity.

* Higher level of quality.
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