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A comparison between trend of Japanese and American 

Automobile markets 

The automobile industry like any other industry is dependent on consumers. In my opinion 

the American and Japanese companies have looked at consumers and other stakeholders 

differently and thus we are in a situation where some companies are doing better than others. 

But they are doing better or worse based on the demand that exists in the market. 

American cars have always made a statement, they are symbolic of what America and its 

people represent. They are big, shiny and beautiful. They are distinct, powerful and 

representative of an era, of a decade. 

Our country has always been known for the cars we make, and our cars are branded as “So 

American”, true because that is how we make them. American. 

The car companies have usually been the drivers of our countries growth in the 20th century, 

however at the start of the 21st century, they are not completely in control of their operations 

or their surroundings. In the 20th century, it seems that the big car companies controlled the 

country and moved mountains, not anymore. 

When I say not anymore, it comes from the fact that General Motors Ford and Chrysler have 

always done so well that a blip in their performance makes one feel that all is lost. And 

actually speaking things are really bleak, the place these companies faltered was in giving 

away too much in their hay days, CEO after CEO kept giving c oncessions and privileges that 
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are impairing the performance of the companies now. The companies are under a huge 

burden of recurring expenses that are more than their profits. 

But to reflect back on how they were doing, we should look at the bare facts that these 

companies have continued for nearly a 100 years and spent nearly 50 of them in the top 10 

list of fortune magazine. 

Off late the difference has occurred in the preferences of the consumers and the changes in 

the environment. The consumers want cars that are easier to drive and the prices of gasoline 

are pressuring people to realize that running a car is not free, so they need vehicles that use 

lesser fuel. 

For years, the business strategies of the Big Three auto makers in Japan have been at odds 

with U.S. industry and government trade rhetoric. Having disdained re -entering the Japanese 

market on the grounds that it would never be significant enough to warrant serious effort, the 

American companies relied on their enormous domestic market and focused international 

efforts on building a major position in Europe. Trapped by their own neglect in the late 

1970s, they embraced a range of protectionist measures at home and — more recently — 

pursued an aggressive agenda of so-called "results-oriented" trade policies designed to 

pressure Japan to meet highly specific targets for both sales and the number of outlets in the 

Big Three distribution network in Japan. With the introduction of the first American right-

hand drive vehicles in 1994, hopes soared as sales of U.S.-made Big Three autos nearly 

tripled over the next three years — although from a very low base. 

But the slowdown in the Japanese economy exposed the weak strategic position of the 

American manufacturers for all to see. Sales of U.S.-made vehicles dropped nearly 18% and 
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were off even more sharply in the first quarter of 1998. This has once again raised the specter 

of potentially divisive and economically damaging trade disputes, as U.S. government 

officials and executives blame Japan for the decline. This study — based on an in-depth 

analysis of the Japanese distribution system and extensive interviews with auto dealers and 

industry executives in Japan — shows this would be a mistaken course for America. 

Specifically the study reveals that: 

• Since the  U.S.-Japan auto agreement was reached in June 1995, the Big Three have 

been engaged in an active process of "churning" franchises, closing and/or opening a 

total of about 360 showrooms — a number representing more than half of the 600-

plus outlets in their Japanese distribution network. Despite this, and contrary to years 

of complaints about the need for more outlets, the American makers ended 1997 with 

fewer showrooms than they had three years ago — not the 177 "additional" stores that 

have been claimed. This level of turnover is quite large for a mature market and 

clearly unsustainable over the long term. 

• Ford Japan — paradoxically, because it has made by far the biggest commitment and 

investment among the Big Three — faces the most severe challenge because of 

strategic and product shortcomings. The company suffered nearly a 40% drop in sales 

of its U.S.-built vehicles in 1997, and many of its dealers are openly angry about the 

lack of appeal of current models, the paucity of financial support from the 

manufacturer, and the apparent lack of exciting new products in the pipeline. 

• Because of these problems, Ford has just recently announced a 180-degree strategy 

shift in Japan, and its new president has publicly embraced sales and marketing 



Write Term Papers – Buy custom written college term papers at just $7.95 per page. We don’t sell pre-
written term papers. Write term papers – have a look at our sample term papers for free. Buy custom 

college term papers from Write Term Papers 

 

Feel free to see our free sample college term papers. Now you can buy custom  college term papers at 
just $7.95 @ Write Term Papers. Buy Custom term papers. Need help in writing college term papers 

contact write term papers online. Any other help regarding sale of custom college term papers contact 
writetermpapers@gmail.com  

 

changes that largely validate the conclusions of this study and an earlier paper 

published in October 1997. 

• Chrysler has substantially increased its investment in the Japanese market, but now 

faces the critical and daunting task of rebuilding an independent dealer network af ter 

terminating a lucrative arrangement with Honda for the distribution of the well-known 

Jeep models. Chrysler also faces serious questions about future product suitability in a 

fast-changing sport utility market. 

• General Motors continues to play out a conservative and largely uninspired strategy 

that, if left alone, could drop it into third place behind Chrysler in unit sales of U.S.-

made vehicles in Japan. Moreover, its Saturn Japan division, launched in April 1997, 

is off to a very slow start — again, because of severe limitations in product quality 

and variety.  

• The current import share of the Japanese auto market is 9.6%, not the lower 5.4% 

reported by the Big Three and the U.S. government. Their calculation divides total 

import car sales, including gray market imports, by the total number of vehicles sold 

in Japan, including mini-vehicles, trucks and buses — which the American 

manufacturers do not even make for Japan. The rest of the world calculates market 

share simply and cleanly: by dividing imported passenger cars sold by the total 

number of passenger cars sold. 

• Japanese auto dealers are a widely diverse and dynamic group who provide an 

exceptionally high level of customer service in a fiercely competitive environment. 

While the internal structure of day-to-day business operations is different in many 
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respects from that of dealers in the U.S., they share a high degree of interest with their 

American counterparts in testing and pursuing many kinds of new systems and 

marketing tools. Debates over the effectiveness of "one-price" showrooms are 

particularly intense and quite similar to trends in America. 

Things are not so rosy for the Japanese manufacturers either, just today Isuzu released its 

numbers and the shrinkage of Isuzu underscores how increased competition is forcing smaller 

competitors by the wayside. Automakers will launch 197 models this year through 2009, a 

53% increase over the number of vehicle introductions from 1987 to 2005, Merrill Lynch 

said in a report last year.  

Competition will only grow more fierce. The South Korean brands have become competitive 

enough to pinch Japanese and domestic automakers. Chinese makers might be next to wash 

ashore. 

Isuzu presents a classic example of what can happen to an automaker that fails to invest in its  

market. "They are fighting their battle in an overcrowded market with models that aren't 

being supported,". While Isuzu used to be a low-price brand, "The Koreans now are offering 

a decent product at a cheaper price," "It has just pushed them out of the marketplace." 

To that, Isuzu officials offer no response. But it now sells only two pickups, the i-280 and the 

i-350, and a two-row sport-utility vehicle, the Ascender. All are clones of General Motors 

vehicles.  

With vehicles that differ little from their GM cousins, Isuzu tries to appeal to buyers by 

selling them for less. The base Ascender lists for $26,644, about $300 less than the Chevrolet 
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TrailBlazer built on the same production line, reports Edmunds.com, a car buyer research 

website. But buyers might find TrailBlazer cheaper because of sales incentives. 

Isuzu also tries to gain an edge with a better warranty. Instead of three years or 36,000 miles, 

Isuzu's warranty is 50,000 miles. The drivetrain's warranty is for 75,000 miles or seven years. 

GM's involvement with Isuzu is not coincidental. Starting in the early 1970s, GM took a 

37.5% share of Isuzu, which it later increased to 49%.  

For years, Isuzu thrived. In 1984, Isuzu introduced one of the earliest and most successful 

compact SUVs, the Trooper. It came to market ahead of what would later become the 

domestic makers' best-known SUVs. And the Trooper developed a reputation for toughness 

and quality. Isuzu followed up with the smaller Rodeo and a little sport vehicle, the Amigo. 

Isuzu was a brash competitor. Its cheeky approach came through in its popular television ads 

featuring "Joe Isuzu," a car salesman whose outlandish claims were contradicted by a sober 

scroll running across the bottom of the screen.  

Its success was reflected in its sales, which peaked at 127,630 in 1986 and stayed strong into 

the late 1990s. Then, little by little, the market withered away. Trooper disappeared in 2002; 

Rodeo, in 2004. A proposal to bring in a Thai-built SUV a couple of years ago fizzled.  

The company restructured two years ago. GM has reduced its stake to about 8%.  

At the 2005 North American International Auto Show in Detroit, Isuzu was relegated to a 

patch of floor space in the basement. Every other major competitor was on the main floor. 

This year, the company took the unheard-of step of avoiding the show entirely. 
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And last year, they finished cutting half of Isuzu's American workforce to achieve 

profitability for the first time since 2000.  

Isizu isn't done cutting. They plan to whack Isuzu's dealer network, almost all of whom 

partner their Isuzu showroom with other car brands so there are more models to display. 

Starting with 435 dealers in 2002, there are 280 left today. They plans to reduce that number 

to 225 to 250, to right-size the network to the diminished sales. 

It might help if Ascender, a name which means nothing to customers, were redubbed 

Trooper, which still resonates with buyers. Or if Isuzu could bring some of its vaunted diesel 

engine technology, still important to GM's midsize Duramax truck line, to the light-vehicle 

line. 

With all the bad news coming out of Detroit these days, many have a disarmingly simple 

suggestion: Ford and General Motors should simply build better cars. 

A perception of poor quality certainly isn't the only reason Ford and GM cars can have 

trouble in today's market. But it's a factor. 

I looked at J.D. Power and Associates Long-term Dependability Surveys to get a sense of 

where American cars rank in terms of reliability and how much they've improved. That 

survey measures the number of problems vehicle owners have after 3 years of ownership. 

I also checked with Consumer Reports to see what they thought about GM and Ford's 

performance in terms of reliability. 

The answer is that, overall, GM and Ford cars are not that bad. In fact, depending on which 

survey you believe, they may even have become pretty good.  
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The problem is that "pretty good" has become "not quite good enough" in a world where 

quality standards have been raised so high and which many consumers still have bad 

memories of General Motors and Ford cars that have failed them in the past. 

Reliability by the numbers 

If you believe J.D. Power's surveys, the story for American luxury brands -- Lincoln, Cadillac 

and Buick -- is particularly striking. 

Of those three brands Lincoln performed best in the 2005 survey, ranking third of all brands -

- behind Lexus, as always, and Porsche -- w ith a score of 151. Buick was fourth overall with 

a score of 163, matching a score that earned Lexus a top ranking just two years earlier. 

Cadillac was fifth with 175 problems per 100 vehicles. 

Nissan's luxury brand, Infiniti, ranked sixth on the survey while Honda's luxury brand, Acura, 

ranked 10th, lower than the American luxury brands. 

In fact, Lincoln, Cadillac and Buick all out -scored Toyota's Toyota-branded and Honda's 

Honda-branded vehicles in the same 2005 J.D. Powers survey. 

GM and Ford's non-luxury brands didn't do quite as well but the Ford brand and GM's 

Chevrolet came out above average. 

See the table for the details but, as it turns out, a lot of Japanese brands -- everything from 

Mazda right down to Isuzu -- came off worse in the survey than the worst GM brand, Pontiac. 

The nature of the problems reported has also changed markedly over the years, said John 

Tews, a spokesman for J.D. Power. Major problems, things that would actually make a 
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vehicle not drivable, are rare today, he said. "Problem" now usually means a squeak, a rattle 

or a stuck knob or switch. 

Another view 

But the people at Consumer Reports don't have quite as good a view of Ford and GM 

products as J.D. Powers' survey. 

In Consumer Reports predicted reliability ratings, brands like Toyota, Subaru and even 

Suzuki rank higher than Pontiac, which has average predicted reliablity in Consumer Reports' 

estimation. 

Lincoln, the top-ranked American brand in the J.D. Power survey, is seen as having below 

average predicted reliability by Consumer Reports. 

Still, agreed Michael Quincy, automotive content specialist for Consumer Reports, the quality 

of Ford and GM cars has improved greatly in recent years. 

Looking at Ford in particular, that company's American-branded cars are about average in 

long term reliability. Again, though, today's "average" is a lot better than the "average" of 

years gone by. 

"It's not like it was in the '70s when 'Ford' did stand for 'fix or repair daily,'" he said, recalling 

an old joke once commonly hurled against America's No. 2 carmaker. 

Some Ford cars are actually "above average" in reliability, according to Consumer Reports 

own surveys, Quincy said. The Ford Escape Hybrid SUV is "better than average," for 

example, and the closely-related Mercury Mariner SUV is "much better than average" in 

reliability. 
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Still, some other Ford cars aren't so bullet-proof. 

The Ford F-150 pick-up, the largest selling vehicle in America, has "below average" 

reliability according to Consumer Reports. And, Lincoln's performance on J.D. Power 

surveys notwithstanding, the Lincoln LS sedan and Navigator SUV are both rated as "much 

worse than average" in reliability by Consumer Reports according to its own surveys. 

GM brands, according to Consumer Reports, have mostly average predicted reliability. 

Hummer and Saturn are seen as below average. 

Why are we so sure they're bad?  

Given J.D. Power survey results, and even the "not bad" showings in Consumer Reports data, 

why do Americans seem so sure that American cars are dross? 

Three possible reasons: 

Reputation: Toyota has, by now, had a lifetime to cement its reputation among American 

consumers for nearly fool-proof quality. GM and Ford spent nearly as long honing a 

reputation for not caring much about quality. Things may have improved, but it takes a long 

time for that to sink in. 

Recalls: GM, in particular, has had a problem with headline-making recalls. It's a big 

company, it sells a lot of vehicles and they share a lot of components. When one of those 

parts goes wrong, eye-popping numbers of vehicles can be affected. That doesn't mean the 

vehicles are unreliable. Recalls are a different sort of problem. But it does cause concerns. 

Reviews: GM and Ford vehicles haven't always exuded the quality that may have been hiding 

in there somewhere. Cheap-feeling interior materials, raspy-sounding engines and gap-filled 
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construction didn't give potential buyers the feeling of confidence that even lesser Japanese 

brands manage to carry off. 

Both GM and Ford are making strides in this area, too. Some recent GM and Ford products 

should go a long way to correcting the image of throwaway construction. 

GM and Ford deserve credit for what they've done so far. But American consumers have 

shown they still need lots more proof. 

There are problems with Ford and General Motors and they relate to the mess that the old 

CEO’s have left. 

On paper Ford appears to have it much easier. Despite losing $1.6 billion in North America 

last year, Ford Motor remains profitable. It has more cash and less debt than GM, its credit 

rating is higher, and its legacy costs are lower because it has shrunk less (and thus has fewer 

retirees to support). Yet Ford Motor hasn't been running all that smoothly since Bill Ford took 

over as CEO in 2001. Strategic direction looks like a lot of zigs and zags. Ford Division has 

dumped its overtly conservative design themes--embodied in the Five Hundred and the 

Explorer--and will pursue more eye-catching ones from now on. The Taurus, Ford's 

bestselling car in 2005, is being discontinued in 2006 (it hopes the Fusion will fill the 

vacuum). Lincoln has gotten yet another facelift, while Mercury is still seeking a personality 

after decades of searching. 

To get his company up to speed again, Bill Ford has produced the second turnaround plan of 

his tenure, called "Way Forward." When it was announced in late January, bad news 

dominated the headlines: 14 anticipated plant closings, 25,000 to 30,000 layoffs by 2012. 

Still, they merely reflected Ford's shrinking market share, which is two-thirds what it was a 



Write Term Papers – Buy custom written college term papers at just $7.95 per page. We don’t sell pre-
written term papers. Write term papers – have a look at our sample term papers for free. Buy custom 

college term papers from Write Term Papers 

 

Feel free to see our free sample college term papers. Now you can buy custom  college term papers at 
just $7.95 @ Write Term Papers. Buy Custom term papers. Need help in writing college term papers 

contact write term papers online. Any other help regarding sale of custom college term papers contact 
writetermpapers@gmail.com  

 

decade ago. Less dramatically, the plan promises cost cuts, improved quality, and increased 

productivity. Those are all essential in an industry that gets more competitive by the day, but 

the pledges seemed flimsy because they were accompanied by few targets or deadlines. 

Bill Ford did draw a line in the sand on two issues. He committed to stabilizing U.S. market 

share in the near term and expects to break even in North America by 2008. But sales are 

driven by new model introductions, and analysts say Ford--despite a big bump in 2007--is 

replacing less of its product line over the next three years than any other major manufacturer. 

At the same time, Asian and European automakers will be adding 600,000 units of 

incremental capacity in the U.S. Deutsche Bank analyst Rod Lache called Ford's plan 

"unconvincing." 

Events beyond Bill Ford's control could make his job even trickier. As he told FORTUNE, 

"We've stress -tested the plan, but will the world unfold the way we think it will? What if 

there is a recession? What if oil prices behave in an erratic manner?" Ford could have added a 

third factor that would rock the company: a GM bankruptcy. Under the protection of Chapter 

11, GM could stretch out payments to suppliers and strike new deals with labor, lowering its 

costs. Bankruptcy would also create havoc in the marketplace. Dealers could put GM's cars 

and trucks on sale as distressed merchandise, driving prices far below the  market level. Some 

analysts think a GM bankruptcy would force Ford to follow suit. 

The problems of health care and unions that General Motors is facing just don’t seem to have 

an end in the near future. The senior executives are taking pay cuts to show to the union that 

they are ‘walking the talk’. 
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The truth is that GM is essentially indentured to the UAW because of the union's power to 

strike. To that sign of bondage, add another: GM's hourly and salaried employees, present 

and past, essentially own this company, a fact we will prove by describing some bank 

accounts. At the end of 2004, the latest date for which figures are available, GM's pension 

funds (both inside the U.S. and out) had $100 billion in assets--which is wealth belonging to 

GM's employees, retirees, and dependents. To that you can add $19 billion that GM has put 

in a dedicated account for retiree health benefits. That makes $119 billion that GM has 

banked for its employees. In contrast, the shareholders of GM recently owned their grubby 

$13 billion in market value. That is a bizarre, Alice-in-Autoland result from 98 years in 

which capitalism supposedly reigned. 

The union's leverage over GM affects everything that the company tries to do in cost cutting. 

The burning example is retiree health benefits, surely a competitive cost disadvantage if there 

ever was one.  

The likes of Toyota and all have not committed that mistake. They give limited insurance and 

their new plants are being set up in Canada because Canada has a better healthcare system, 

which means the company does not have to pay costly healthcare insurance to its employees. 

Imagine the advantage Toyota has that it can choose not to set up its plants in USA. They are 

going to the be world No 1 producer at the end of 2006 and yet they wont want to brag abot it 

lest they will upset the American public. The good news is that within the American borders, 

General Motors is still the king with around 40 percent market share and Toyota has 15 

percent. The big ball game is that there is a huge market outside America and that is the 

market our companies are not able to target. 
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The Japanese are also looking at alternate fuels very seriously, in fact Toyota let GM buy that 

unit from them to save upsetting the American consumer. But Toyota with its 10 billion 

dollar profit and 30 billion dollar cash doesn’t have to worry about the small fry, they are 

more interested in keeping the American competition from GM and Ford so that they can 

keep selling their cars in American which is a huge market, and sell only their cars (if they 

could) outside American where the markets are just growing.  

Companies like Nissan and great CEO’s like Ghosn are a killer combination and Nissan has 

been making some of the best cars off late. They are listening to the consumers while the 

American companies are not. Ghosn entered the tough world of the Japanese business and 

managed to close factories and retire people when it is almost impossible to do something 

like that in their country. People need to make some very tough decision and he has been able 

to do it. No wonder that now he is also the CEO of Renault the French company and 

combined Nissan and Renault are in the top 5 manufacturers worldwide and have a 9.6% 

market share. However, as others Nissan is also feeling the heat in the US market. Nissan 

Motor Co., Japan's second- largest carmaker, is suffering from falling earnings in the current 

quarter as commodity and energy prices rise and as sales in the U.S., Japan and Europe 

decline.  

The carmaker's profit for the full year ending March 31 will still exceed last year's level and 

earnings should begin rising sharply from June or July after Nissan releases a series of new 

models including the Versa subcompact Chief Executive Officer Carlos Ghosn said in an 

interview at the Geneva Motor Show today.  

Rising gasoline prices have curbed U.S. consumer demand for Nissan's Titan pickups and 

Armada sport-utility vehicles, which have higher profit margins than the smaller cars leading 
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the company's sales gains in China. Demand for the company's vehicles dropped in the U.S., 

Japan and Europe in January. N issan's U.S. Sales fell 0.9 percent in January to 75,891 

vehicles. Light truck sales there dropped 4.2 percent to 36,778 units. Japanese sales fell to 

52,235 units, down 15 percent and European registrations dropped 9.2 percent to 25,039 cars 

and light trucks.  

Nissan had an operating profit of 249 billion yen in the first three months of 2005, according 

to Bloomberg calculations, which was the fourth quarter of Nissan's fiscal 2005 year. That 

translated into a 10 percent operating margin.  

Nissan on Feb. 2 maintained its April 2005 forecast for net income to rise 0.9 percent to 517 

billion yen, while sales will rise 4.9 percent to 9 trillion yen. The company plans to increase 

global vehicle sales in the year ended March 31 by 6.8 percent to a record 3.62 million units.  

However, the markets are unrelenting but the American manufacturers are going to suffer 

more. If I want to buy a car, I will buy the best car available and an American manufacturer 

does not make that best car according to customers needs. The tragedy of the American 

automobile/car industry is that we are not listening to the consumers and have the terrible 

reputation of making bad cars. The Japanese on the other hand realize that Japan is a much 

smaller country which cannot absorb all the cars they can make and choose to sell their cars 

to the American market. 

Here is the list of the Fortune 500, top 10. there are a few car companies, 3 are American 

(assuming the combined share of Diamler Chrysler) and 1 japanese. Toyota makes more 

money than all 3 combined. The rank is followed by the name, revenue and then the profit of  

that company.  
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1. Wal-Mart Stores 287,989.0 10,267.0  

2 BP 285,059.0 15,371.0  

3 Exxon Mobil 270,772.0 25,330.0  

4 Royal Dutch/Shell Group 268,690.0 18,183.0  

5 General Motors 193,517.0 2,805.0  

6 DaimlerChrysler 176,687.5 3,067.1  

7 Toyota Motor 172,616.3 10,898.2  

8 Ford Motor 172,233.0 3,487.0  

9 General Electric 152,866.0 16,819.0  

10 Total 152,609.5 11,955.0 

Seems the world is just buying fuel and cars, then why are we losing money? Shouldn’t we 

listen to our consumers? 
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