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[Summary]
“The reality of luxury brand and the problems of Japanese brand”
Shinya NAGASAWA,

Professor, Waseda Business School (Graduate School of Business and Finance)

Despite a downturn in consumption in Japan, it is said that luxury brand-name goods sell well.
Judging from consumer psychology, the reason why luxury brand names on the pricey side are
chosen from among the wide variety of products and services available in the world is that such a
top brand presents certain kinds of narratives that appeal to consumers or has powerful motivations
that convince consumers to buy, in addition to a high degree of faith in the brand and or a high level
of satisfaction with their quality.

Luxury fashion brand companies have three major characteristics. One is high profit margins. The
pricing of luxury goods can be boosted by providing brand value that non-name-brand goods do not
have. Another characteristic is an expected rise in sales. High-income consumers in the world, who
are major customers of high-end goods, are predicted to reach 1.62 billion by 2020. An increase in
high-income population is expected to contribute to the expansion of the luxury market in the
future. The other characteristic is an expected stable income. For example, the LVMH Group
achieved stable sales growth even during the global recession following the 2008 Lehman Shock.
This can be attributed to the Group’s strategical success: a “geographical portfolio” expanding its
presence around the world and a “business portfolio” encompassing five sectors.

The present global trend toward conglomeratization can be attributed to three factors: hedge against
risks, synergy effects and the confidentiality of financial details of each brand. As for the
confidentiality of financial details in particular, this means that the dream provided to consumers by
a luxury brand charging high prices might be destroyed if profit margins and other realistic

financial figures were publicly disclosed.



Japanese apparel companies, which offer high quality products at much lower prices than those of
luxury brands, will face difficulties in the future. A clue to survival is to look at luxury brands’
strategy. Perhaps surprisingly, Uniqlo, which stands poles apart from luxury brands in terms of
pricing, has learned from the strategy employed by upscale labels. The future direction that
Japanese manufacturers should take is to build luxury brands by implementing luxury branding
initiatives based on the luxury strategy. It is inevitable that products that are made in Japan become
highly priced. The only way to sell expensive made-in-Japan products is to create products that
appeal to consumers by providing added value unique to Japan. It would be the right way to create
a brand that attracts dedicated admirers. Japanese apparel companies should realize that quality
(such as brand image, a sense of presence, and a reason for existence) is more important than

quantity (such as sales volume and sales quantity).
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