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Presentation QOutline

1. Information Technology: Rakuten and others
2. Fast Fashion: Uniglo and IGA

3. Character Licensing : Crown Fancy and
Sanrio

4. Knowledge: Intage

5. Low Cost Retailing: ABC Mart, Nitori, Muji
6. Green/Eco: JTEC

/. Manufacturing: Shimano and others



Objective of Presentation

. To Introduce successful Japanese firms who
continue to grow despite the global economic
recession of 2008. (They are taking
advantage of the recession)

. Emphasis on two most widely publicized
firms in Japan today, Rakuten and Uniglo

. In a way, this suggests that there are not

many firms with huge success in the last 20
years



1. Information Technology:
Rakuten ( t
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Rakuten Profile

Established in 1997
By Mr. Mikitani (IBJ, Harvard MBA)

Listed on Jasdaqg since 2000 (45.33% owned by the
Mikitani family)

Type of Business: E-commerce/online business
Business Philosophy: Shopping as Entertainment
Sales turnover in 2009: US$3.5 billion (\85)

Sales/ Operating Profit First Half 2010: up 17%/27%
($320 Million), a higher sales growth after the shock
(perception that on-line is cheaper than brick and
mortar)

6000 employees



Rakuten Ichiba: Business
Opportunity

. Business Model: Created an online shopping
mall called Rukuten Ichiba by setting up
customized storefronts on the web for the brick
and mortar stores. \Why started this business?

, Business opportunityil n t he l-ate 90
commerce trend in the US, Japan was slow to
adopt internet (IT mcompetency) Cost of
maintaining websites was very high and needed

to be outsourced to IT vendors. How did he do
it?



Rakuten Ichiba: Business 435
Opportunity cont.

. Aggressive sales drive: Undercut existing IT
vendors by up to 80%, hired aggressive sales
force and provided every merchant who opened
a Rakuten store with individual services such as
phone support, seminars, etc.

., Rakutenos Revwehuertuwloealr c
estate fee (like a franchise Initial fee) and 3 % of
sales as commission (average)

. Startup in 1997: 13 stores (food, electrical
appliances, supplements)



Rakuten Ichiba Growth

Year No. of Store No. of Member Sales

2000 4,833 690,000 $200M
2005 15,028 32.5 M $3.5B
2009 31,831 62.0 M $9.4B
2010 35,681 65.0 M $12B (est.)

By far the largest online shopping mall operator (quasi-
monopoly or a gorilla making Yahoo, Amazon and E-
Bay a chimpanzee)



Massive Horizontal Diversification

iIchiba: 60 million different items from groceries,
fashion items, electronics, books to automobiles
with more than 60 million registered members
(more than a total number of households in
Japan, of which 25% are actual buyers in a
given year)

. As the number of members started to grow,
Mikitani saw opportunities to horizontally
diversify to take advantage of the membership
base, but stay online.

_ The first diversification in 2001: Rakuten Travel,
now No. 4 travel agent in Japan



Rakuten Economic Sphere or 44+
Domain (50 businesses)

- E-Commerce Sector: Rakuten Ichiba,
Rakuten Books, Rakuten Travel, etc.

~ Financial Sector: 1/3 of 50 businesses are
now on line financial services: credit card,
Insurance, brokerage, banking, etc.

“ortal media (contents) Sector: Infoseek,
Rakuten Research

Professional Baseball Team: Rakuten Eagles




Rakuten Economic Sphere
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Rakuten Globalization Drive

. Aggressive Objective: To replicate what they do
In Japan in other countries. To develop and build
Rakuten Sphere in 27 countries in the next 5
years. Currently overseas business only 8% but
Increase to 70% in the future.

. 2008: Taiwan (about 3,000 merchants now)
. 2009: Thailand (Acquired a local firm)

. 2010: China (J/V with Baidu), Indonesia (J/V),
USA (acquired Buy.com) and EU (acquired
PriceMinister in France)



Rakuten Globalization Drive
cont.

How serious Mikitani is about globalization?

. Engl i1 sh as Rakutenos off
from 2011 even for in house staff in Japan
(globalization of headquarters), the first
Japanese firm to publicly announce, quickly
followed by Uniqlo

Mikitani strong leadership as key success factor



Leadership by Mikitani

. Top down
. Visionary
Sound judgment
Risk taking (all in house systems development)

. Aggressive but knows how to behave with the
establishment (taming old Keidanren people to be
on his side, making it possible for him to acquire a
professional baseball team)



Information Technology:

. Est.

. By Mr. Tanaka (32 years old now)

. Type of Business: Social Media (games)
. Sales ( ): $400 million

. Profit (2010): $135 million

. No. of employees: 174

. No. of members: 20 million
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2. Fast Fashion: Uniglo

UNI

QLO




What is Fast Fashion?

Trendy, High Fashion at Low price
Vertically operated, one brand shop
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Japan Apparel Sales Today

~ Total Sales Down

. Especially hard hit is department stores (350
stores to 250 stores now)

. Specialty clothing stores down and struggling
(3 large jeans specialty stores)

. General Merchandise Stores Down (only 2
major players from 8)

. Fast Fashion: Only segment enjoying growth






H&M Tokyo





http://www.forever21.co.jp/Forever21/Products.aspx?Category=f21_dress
http://en.wikipedia.org/wiki/File:Forever_21_logo.png



http://blog-imgs-34.fc2.com/r/i/c/richerie/uniclo.jpg
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UNIQLO Business Strategy :

To develop products of overwhelmingly high quality

Expand range of womend0s wear on o
UNIQLO Japan: To develop 200 large-format stores

UNIQLO Japan: Accelerate large store openings in urban areas

Expand further into the Asian market
Global flagship stores

HEATTECH Innerwear
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HEATTEC

JAPAN TECHNOLOG

HEATTECH Innerwear R&D Center (NY) San Li Tun Store, Beijing
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$
Fast Fashion Brands in JAPAN ¢
Sales 15t store Mode of Entry
# of Stores Billion Yen In Japan
Zara 4200 ww 1,400 1998 JV with BIGI
g ;
(Spain) 50 jp Y 100% oV
H&M 1700 ww 1,400 2008 H&M Japan
(Sweden) 6 |p (FDD)
Forever2l 470 ww 160 2009 Operating
(USA) 1 jp stores directly
from LA
Uniglo 815 ww 540 1984
(JAPAN) 760 jp

(data of Uniclo doesndét reflect

its holding company of Fast retailing)



Uniglo Profile (First Retailing)

Established in 1984
By
. Listed on Tokyo Stock Exchange 1994
. Type of Business: Vertical Apparel Retall

. High Quality at Low Price
(Gap merchandising at Old Navy price)

Sales in 2010(Aug.): US$9.5 billion of which US$7.1
billion is Uniqglo Brand (75%), net profit $725 million

No. of Employees: 11,600



Uniglo Growth: 15t Phase

1984-1997
1984: Mr. Yanai opened his first store in a town
near Hi r o s hiWnmla Clathanon\&atehadiuseo

to sell basic casual clothing of fair quality at low
price
Store Concept: Yanai was fascinated with

who started stores in rural America
with his famous EDLP. He wanted to copy Wal*Mart
In basic casual unisex clothing for all ages

By , Uniglo became the largest retailer of
casual clothing with and sales of about
$880 million



Uniglo 1st Phase cont.

But Yanal was not happy as he was only marginally
profitable, and was very disappointed at a very low
orand recognition despite some sizeable sales
volume. And sales started to go down.

Also, he had to supplement his Uniqglo branded
products with famous American branded products
such as Nike, Champions Products, Russell
Athletics, using them as a loss leader build traffic
(notorious parallel importer) It was not truly an one
brand store



Uniglo Growth: 2"d Phase 3+
1998-2007

1998: New Store Concept

., Yanai changed his store concept to Gap from
Wal*Mart. Store positioning from rural to urban,
merchandising from basic casual (mostly
underwear) to jeans and casual, all ages to young
segment though remained unisex, and from so-so
quality at low price to high guality at low price. For
example, a good quality jeans at $29 while the
branded jJjeans price such
$59 and up



Uniglo 2"d Phase cont.

. Opened his first new Uniglo store in Harajuku,
Tokyo and changed the logo to the current
one and the store and brand name to be just
AnUni gl oo

. Aggressive new store openings in urban
areas while closing or converting the existing
stores



Uniglo 2"d Phase cont.

. Repositioning (partly helped by
Japanese consumers going for low prices
after the bubble burst) and In , sales
grew to $1.3 billion with 360 stores

~ Then came an N
when the sales of jackets offered at
$19 skyrocketed to 26 million units and sales
In billion with 480 stores



Uniglo 2"d Phase cont.

But rapidly down to $3.5 billion in
2003

During 2004-2007, efforts made to increase sales by

Into food, sports, kids, international
markets (China and UK) and acquisitions (Theory,
Cabin and others), and sales reached to $6.1 billion
iIn 2007

But profitability remained as most of
new ventures not so successful



Uniglo Growth: 3" Phase
2008-present

. New Merchandising Concept: Jeans, Casual
and Underwear as National Uniform (all ages):
key product was a thermal underwear called
AHeattecho, two for $15

. Heattech explosive sales paralleled to that of
fleece jackets before, And came the Lehman
Shock!

. Yanai immmediately reduced the price of most of
products (like what Samsung did in the US) Iin
the store, notably the jeans price went down to
$19 from $29, resulting in 10 million units of
sales. Furthermore,




Uniglo 3"d Phase cont.

~Created a new ¢ haeldtoedl

similar products as Uniglo but at a much lower
orice than Uniglo. For example, the jeans price
IS to go after 10 million people below a
poverty level of annual income less than
$20,000

. Aggressive . Uniglo to 810
stores and GU 120 stores

- 2010: Sales reached $9.5 billion consolidated,
$$7.1 billion for Uniglo alone from about $3.5
billion in 2003




Uniglo Future Objectives

To achieve $ in sales in 2025 from about $10
billion by globalization

New growth to mainly come from international markets.
At present, with only

Currently developing ) while trying to
build brand equity in the US and Europe by positioning
In New York and Paris

Program to train by hiring
In Japan and training in Japan. Hiring 200 foreign
students graduating in Japan a year IS a biggest

beneficiary from this)
to be their official language



Leadership by Yanal

decision making/Speed

, . Right decisions at the right timing
(post Lehman decision and right hypothesis
about changing consumer behavior)

., Trial and Error (Does not believe in doing
market research)



Fast Fashion:IGA

Est. in

By Mr. Igarashi

Type of Business: Vertical Apparel Retailing
Store Name and Brand:

Target consumers: years old women,

Sales in 2010: million
No. of Stores:
No. of Employees: 151 plus 580 part time



|IGA: AXxes Femme




Axes Femme
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3. Character Licensing: Crown
Creative




