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Procter & Gamble Japan Case study
Globalization was not built in a day
[bookmark: _Toc479114346]Abstract
With the demolition of ideological barriers and the rapid development of technology, nations are increasingly becoming globalized (Dunning, 2014). Still, several factors including culture are considered significant in doing business overseas (Gesteland, 2002). Especially the cultural backgrounds highly affect the sales in the foreign market. There are studies that show the strong relationships between cultural factors and business results. Procter & Gamble in Japan is a good example that a multinational company can fail in market overseas. Although P & G successfully took a lead in over twenty markets all around the world, they tasted bitterness of defeat in Japanese market till 1980 (Dyer, Dalzell & Olegario, 2004). 
문법오류 빨간색	내용오류 파란색	참조(문법) : 1. 동사 사용시 주의할 점(단수/복수, 능동태/수동태, 과거/현재/미래). 2. 복수명사(kids) 단수동사(sells). 3. 특수한 경우를 제외하고, 문장에는 항상 S(주어) V(동사)가 포함되어야 함. 4. 문장은 짧으면 짧을수록 문법오류가 낮아짐.
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[bookmark: _Toc479114347]1. Introduction
[bookmark: _Toc479114348]1.1 Research topic and objectives
	 
	This paper aims to understand the related factors in doing foreign business by studying the case of P&G. More specific objectives are as follows.
-To prove that cultural misunderstanding lead multinational companies to failure
-To find out the pretext of the failure other than cultural backgrounds
	
[bookmark: _Toc479114349]1.2 Reason to choose the case company
	
Procter & Gamble is a big company that once faced a great fall in its market share due to its borrowed marketing strategy. The case will serve to show how the success of a company is one region does not translate to a success in another region. The case also further shows that accepting a failure and correcting it is a great tool to success (Teece, 2010). The case will easily demonstrate that international marketing entails much more than just setting a base in one country and copying the company’s activities and marketing strategies to another county. 
 Procter & Gamble’s case in Japan explains the major steps of a company to success. It shows the good times, the difficult times in the company as well as the mitigation strategies necessary to bring back the company to real business. The case is therefore a good learning tool and a confirming our assumption that ‘multinational conglomerates fail due to misunderstanding the local system’ (Dörrenbächer & Geppert, 2006).


[bookmark: _Toc479114350]2. Case analysis
[bookmark: _Toc479114351][bookmark: OLE_LINK5][bookmark: OLE_LINK6]2.1 Case Introduction – History of Procter & Gamble Japan
Procter & Gamble is a multinational conglomerate established in 1837 that typically succeeded in many foreign nation markets but found it hard to crack Japanese market share long after its entry in the company. It is a global company that has bases in 75 countries and sells products in more than 180 countries. In the early 20th century, Procter & Gamble continued to grow from the United States building factories overseas because the demand overwhelmed the Cincinnati factories production. P & G specialized in a wide range of cleaning agents, personal care and hygienic products (Dodgson, Gann & Salter, 2006).
In 1973, P & G entered joined other businesses in the Japanese market acquiring the wavering Nippon Sunhome and within three years in the market, its ‘cheer’ laundry powder dominated the Japanese market. Nippon Sunhome was itself a recently formed joint venture owned by two small Japanese chemical companies which had only a total of about ten percent of the total Japanese detergent market (Lee, & Shum, 2010).
At that time, two companies, Kao and Lion, had a large share of the Japanese detergent Market. The two companies had traded in the Japanese market for a long time and thus were experienced in the customer needs (Horiuchi, Packer & Fukuda, 1988). The Japanese market was conservative and traditional thus the local brands were (Calder, 1988). P & G’s strategy to acquire a local brand rather than building their own gave then a great market advantage that led to a good initial growth. Besides this growth, the company soon significant marketing challenges due to their un-customized products that were primarily developed for the American market. For instance, the(특정한 대상이 아닌 이상 정관사x) large diaper and the marketing message for the company detergents did not integrate well with the new Japanese environment as it deed with the American market. 
Around 1980, Japan was suffering from bubble economy and the products like Cheers and Bonus were unsuitable for Japan’s market since most of Japanese family did laundry with soap rather than washing powder (Dunning, 2014). The problem of misunderstanding Japanese life style and economic development gave a big blow to P & G Company. Also, the competition with traditional local company and culture has challenged P & G’s international business of Japan. Besides these challenges P & G realized their setbacks, S주어? changed their marketing approaches and modified their products to fit their new market. These changes resuscitated the almost dying P & G Company.
[bookmark: _Toc479114352]2.2 Strategies used by P&G in the Japanese Market
Japan being a conservative nation, (Yip, 2007) P & G would not have easily built their brand from scratch and thus they first entered into Japanese market by forming a joint venture with Nippon Sunhome a Japanese company. Though Nippon Sunhome had only ten percent of the market share, P & G leaned on their name and found its way in the Japanese market. In 1973, P & G purchased Nippon Sunhome Company and started manufacturing and sale business in Japan (Dunning, 2014). 
P & G's Japanese joint venture partners provided local management, production facilities and sales organizations that helped penetrating the distribution network in Japan. At first, P & G decided to sell detergents; Cheers, Bonus and Camay soap, which were successful in entering the European and South American markets in the past, little, did they knew that this could not work in this new market. The products failed to sell(수동태to be sold) in the Japanese market.
P & G conducted a massive advertising campaign for Cheers in Japan through a Japanese branch of an advertising company in the United States. The ad was an advertising program developed in the United States that emphasizes that Cheers is a good washable product in both hot and cold water . The advertisement emphasized the brand name of the product itself, such as Bonus and Cheers, rather than emphasizing the name of the company, P & G, as it is in the United States. In contrast to P & G's advertisement strategy, Lion and Kao had advertised their products that emphasize their own company names, Kao and Lion. P & G also skipped wholesalers and attempted direct promotional activities for retailers in the same way as they did in the United States
Procter & Gamble Company does not become any kind of products and trademarks, and according to market segmentation (shampoo, skin care, oral and other major categories). Each of brands are the center of each part of operations, it can become more flexible in business operation and conducive P & G to the expansion of business. Also, it can diverse the risk of business if the company only own brand or product(문장이 너무 길어서 가독성이 낮음) if the product fail the company, and fail and the brilliant consumer would remember their brand name and never repurchase. Since the P & G has various brands even one brands failed in the market it will not influenced much to P&G.
[bookmark: _Toc479114353]2.3 Problem P&G faced in Japanese market
Facing Samurai’s criticism
P & G's advertising and distribution strategy faced strong resistance more than expected in Japan. Japanese competitors and newspapers accused multinational companies like P & G of taking the Japanese market with great capital. By doing aggressive marketing policies like large-scale discount sales and dominating distributional channel (P&G 주어 생략 가능한지 모르겠음.) ignored Japanese traditional business ethics. This accusation severely damaged P & G's operations in the Japanese market.
However, as a result of this aggressive market entry, P & G succeeded in significantly increasing the market share of Cheers in six years. The market share of P & G's Cheers brand was only about 1.9% in the early stage of market entry, and after six years later, it increased up to 22% in 1977.
[bookmark: _Toc479114354]2.3.1 Samurai Strikes Back (Japanese companies & publicities are bullying P&G)
Kao was especially strong in Research & Development and producing excellent laundry soaps, cosmetics, and health supplements. On the other hand, Kao had a(정관사는 특정 대상에 사용) strong distribution network that could cover 65% of the entire Japanese retailer. 
In the late 1970s, Kao and Lion launched a product called Wonderful, similar to P & G's products, and started an aggressive counter-offensive operation in response to P & G's price discount. Lion also began to erode P & G's market by creating a brand called Top. While P & G's Cheers laundry soaps containing(접속사이므로 주어 동사가 생략되지 않은 이상 표기해야 할 것으로 보임) phosphorus, Kao’s and Lion’s laundry soap were using enzymes, a new detergent that did not includes phosphorus. 
At that time, studies had shown that care of laundry soap containing phosphorus can be harmful to health. Therefore, Japanese companies products using the enzyme, capitalized on this and diluted the excellence of P & G's product quality. P & G therefore lost public trust as a company with outstanding technology. P & G did not anticipate such a competitive response and it was therefore a great setback.

[bookmark: _Toc479114355]2.3.2 Turning point: changes in president & launch new product
The company had a great time regaining there lost market but it finally deed. P&G International took a bold step to change its executives to a more experienced leadership that oversaw a great business transformation. Gurganus was relieved of his presidency and Edwin L. Artzt took over. By changing Structural, financial and organizational changes, the new management organization has no debts and the resignation of the executives of the partner companies has made the organization simpler. The position of the manufacturing and personnel department was taken over by the Japanese (Dunning, 2014)
Realizing their business drawbacks, P & G modified its thick diapers to trim-fit diapers to compete with those of its rivals and this worked in their favor. Adhering to these principles, P & G stepping back(동사없나?) to process improvement and new cleaner “Aerials. Kao and Lion sued P & G for giving them an unfair competition in their own land, (Gregory, 1983) but P & Q managed thought will(??) little changes in their marketing and remained high in the market. 
Additionally, “Durk Jager, called “bull in a china shop” and described as hard-noses but people-oriented by his subordinates, (Harvard Business School 1992, p 10)”, turned things around. He developed core marketing strategies named 'Ichi-Dai Hayaku’ 접속사and혹은 ,가 들어가야 할 것 같음 contributed hugely to recover operating losses and skyrocket its growth rate.  


[bookmark: _Toc479114356]3. Conclusion
[bookmark: _Toc479114357]3.1 Summary of the case analysis
In late 1960, Japan became the second largest consumer packaged goods market in the world, next to United State(United States) and Japan(ese) government watered down foreign investment regulation. At that time, “P & G entered Japan with a “great fanfare of trumpets”. Riding on successes in Europe, Canada and South America, Japan was P & G’s last major developed-market entry (Harvard Business School, 1992, p 6)”. Without enough studying or revising its products, P & G just sold its all-temperature detergent Cheer and Pampers designed for West and practiced Western-style advertising campaign via the promotional agency of the American immigrants. The result(결과가 1개면 단수 가능, 그 이외에는 the results) was miserable. With strong competitor Kao and Lion’s defense(defense from strong competitors Kao and Lion) and lacking knowledge of business practices and Japan’s highly fragmented distribution and retail system, “in 1983 P & G had swallowed 10 years of operating losses, accumulating to more than $250 million, on declining annual sales of $120 million. (Harvard Business School, 1992, p 1)” In order to cover up its failure, P & G recruited qualified managers such as John G. smale(대문자) and Durk Jager and made new rules of wholesale and retail system of Japan. In addition, P & G revised their marketing strategies which initially did not consider Japan’s societal and cultural backgrounds that were totally varying with Western’s. Finally, earlier in 21th century, P & G Japan revitalized from its slump in sales and strengthened its position as (특정 대상이므로 정관사 an 필요) established corporation in Japan.     

[bookmark: _Toc479114358]3.2 Managerial implication
First of all, P & G got a competitive position in Japan by satisfying the need of the fastidious consumers. Even though P & G had seen explosive growth in West, “Japan’s specific language, culture, heritage and business pervaded the consumer mindset and the structure of the consumer goods industry, rendering it radically different from the West (Harvard Business School 1992, p. 3)”. Japan’s picky consumers(Japanese picky consumers) had high yardsticks for judging the quality of the products. Consumers got furious as they found some faults in their products. Advertising also supposed to reflect the delicate emotion and nuances of the culture of Japan. Sometimes customers felt bad and unpleasant watching a series of advertisement made by the Western perspectives.
P & G plant itself in Southeast Asia. During Japan market advance, it founded its unified headquarters and technology center in Osaka Rokko islands to support for a selection of projects carried out in Japan and Asia(Asian) countries around it, implying P & G regards Japan as a strategically important target.
P&G cultivates trained and skilled managers through Japan business. Edwin L. Artzt, the head of P&G International and John G. Smale, president and chief executive officer in P&G Japan, played an important role in achievement and retrenchment in Japan (Deguchi, Arisawa, Ishida & Ooshima, 1983).
[bookmark: _GoBack]Last but not least, pioneering in Japan consumer market was the fruit of innovation. Between 1985~1988, P & G Japan launched numerous new products and brands. By the mid to late 1990, it expanded its product lines and offered 10 differentiated and distinctive selections in annual average. Due to changes in manufacturing and operating process, it achieved less cost and the leap of its technology. For instance, P & G Pampers is the thinnest and most absorbent diaper in the world, which is born with several of(전치사는 명사 뒤에 붙음, of는 제거하는게 맞음) innovative trials in Japan. P & G also revolutionized its distribution channel by establishing electronic communication network with its wholesalers and offering 24/7 delivery services.
[bookmark: _Toc479114359]
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