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Research Paper

Emerging Market Strategy in Compact Vehicles:

The Case of Japanese Car Manufacturers

Hiromi Shioji*

Faculty of Economics, Kyoto University

Abstract

This paper aims to examine the three following questions. Firstly, where are the
sales volume segments of the automobile sector in developing countries, including China,
India, Russia and Indonesia? Secondly, do Japanese car manufacturers place importance on
the middle- and high-price automobile segments rather than on the cheaper price segments in
developing countries? Thirdly, how long will Japanese automakers be able to maintain their
current marketing strategies in developing countries?

The results showed that the sales volume zone differs from one country to another.
Segment structure has been changing over time even within the same country. At present,
the highest-sales volume zone in emerging markets are the B and C segments whose prices
range from $6,000-$30,000. Moreover the biggest volume zone is the lower half of segment
B, whose prices range from $6,000-$12,000. In addition, the market share of segment A has
been decreasing in China, India, and Russia. Other segments have been increasing except in
India. As the above results illustrate, right now it would be a mistake for the Japanese car
manufacturer to enter these ULCV-LCV (Ultra Low Cost vehicles-Low Cost Vehicles) price
range markets right in the emerging countries. The reasons for this are as follows: First, they
cannot maintain safety standards and environmental standards at such a low cost. Second, it
will result in brand deterioration. Third, introducing low price ranges in the A-B segments is
a ‘red ocean’ strategy which will involve a bloody battle which will include Chinese makers.
We cannot find any ‘blue ocean’ segments where there are no competitors. They cannot gain
profits from ‘red ocean’. Finally, they can adopt a middle- and high-price vehicles (B, C, D,
and E segments, especially in the $10,000-$40,000) strategy in emerging markets for a long
period, because the introduction and growing phases of a product-life cycle will continue for
longer in emerging countries.

Keywords: Base of pyramid, ultra low cost vehicle, low cost vehicle, Japanese car manufacturers,

car segmentation

* Corresponding author e-mail: shioji@econ.kyoto-u.ac.jp
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C 1600cc-2000cc 25.4 17.2 21.2 25.7 24.5 19.1 4/5
B 1000cc-1600cc 33.7 43.0 47.9 47.6 51.8 57.8 2
A = 1000cc 25.5 23.3 16.6 11.7 10.4 12.4 o

A15190 4 saadlfidiuuullynis
wasunlaseaneeaviafSouney a.f. 2002
84 2007 lupanasosudlszmaduiRy BUA LWL
' ~ I ¢ 1% & &
Jununazilusosudngu A ndbnaeiusosud
ngu B nldadiuninndt uaswuuun gy
= v A A ¢ ~
wenunuamalidunNInsudngy A Joan3
wulnanaanniosas 26 Wil a.f. 2002 Wide

s

Wigsfovas 6 lu A.f. 2007 YuzNIDOUANGY
~ a £ A

B, Cuaz D mmmﬁmﬂﬂqwu MINWTUT
neldlszmmadeiivesdudondrogn 1,000
ABAMITANIY SAFYRYN 2,000 ABANTANIY I
lildvansanuinvnngldlszmmanerae ae
o v o < < [~
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aagulagndnaaiesosudngy A i lasamsin
74 Nano WQNouUNANNTIEY 1az11azaa
msolaall iesnnuiin TATA Motor a1@

NETUTTauemedlvdezifuddesnju Nano

peluanuilussanuinfesas 70 veIENFOIO

o

' I ) Ld
U Nano Hunssnvisenuluasoun INVITIUL

auvzAY uaz¥oflusaaunaesvestiu Aall
ANUFBNINMINGRINITNEI0 I IduIN g da
WOIPIWHAATDIUAVIALENUAIIAIQNT A
gndes lunsdivesuminedenmuny Tuld
VHIIANINHIINGIagNIAUAIHUIBA A
nzifioulunmgn szvhldiulSnanindnunld
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A
MINWN 4

9ATNIOANBUINAUNANTOBUATUAAIADUAY (%)

ﬂ'J'l?JfJTNIU'JiO 2004 2005 2006 2007 2008 2009 205202,1//]"])
E 4.7m < 1 1 1 1 1 1 0
D 4.5m-4.7m 0.1 2 3 3 4 4 2
C 4.0m-4.5m 17 20 21 21 20 20 ‘:ﬁlu 10%
B 3.4m-4.0m 57 51 59 65 68 70 %Iu 20%
A = 3.4m 26 26 16 9 8 6 i
drsunansosudvessadenodnilu MR 5 wEAIEIUINIINITAAIA

amavassoudngy C diidadiugqeiiqn sud
vudlulanlszmaiiidadiuvessosudngy C
g fog 3 Ussmaninfy Ao awsga inmald
wasimds mansasudngy C ldunnuiionly
amasade WesnnguslnaniuFeamsldnuuas
anuaeasy lavdedsanulngfeziai
Yaoadugs uaslunimadumalundas fudanou
dalnasazldnannu ovununalid e
vnufu Sadesmssosudifiaussousifivane
saflumginhlusosudngu C Saldsuanuiion
nnasasudNAlEniingn udgunmen
A WU 3034 Lada Classic fignwanniusus
A.A. 1970 Y30 30-40 Unou Nizanduninga
avfluginsadmaoy Mdisofdisouinadvaon
agmiowAY WiNNAdeAUIZgNINEA 6,000
apaasansy uanuolild
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sovudnfiouiisussninsosudueafnansmde
FU0eudand wudhsasudiigininde
Uszmeiidadnufugeiumn Gamndisusian
oA ANAmAsegi 17,000 Avaas
ansy fveenwiiniy 7 windeey a.d.
2002 AU 2009 VarfisoouFimFsnaignuni
7,500 ADAANIANIY UANYDABAAAIUNADINGS
w1 3 lusailiderdu dfifludenigildn
Wldnueanuisasudnmgnziaaialdiag
fiider fislnasnimdeinnliviureusasud
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MINWN 5

9A9NY0ANILITENFHARTATonasnananaluamniaide (%)

o 2002/ 2009
ANNYINIID 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 .
(1)
VIHNENART 90 80 66 58 45 36 29 31 1/3
vIEnERaadna | 10 20 34 42 55 64 71 69 7

Tudruieagldlouiingld (sales
volume zone) uanananuliludazlszmea sasud
ngulaldsuanuieuludszmelafvzuanarani
T wazududdszmamAsnulassaieoonnonen
aunguiindsunasldmumanat udlasiall
udmuisosudngy B fisansenunugeiiqe
Tudszmamaswann mlienenanldinsosud
nau A asiidadugeiigaunsinagniiga
Huanudliiisamuunfaguvesiisziadiaa
wala aaiumstamnaaiiofunasiaamu

mmsaaino litssauanudisain
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Q
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v q

Y A d
qwamaﬂum

luduilizeSunenagninisnaiaves
Fuansosudgijuluaaiadszmedidaimmn
ftiudnansosuddiulddlannnagninng
amafiiunemwzsooudingy D uas E daflu
IDPUAVNAIMY UL 1azdInThIaIY
mimanIamavessnsudnguilunaalssme
masanldiluedied lumaasenudhunwui
sowomeiladveadmandiu wiowdlyiuduan
Fuluamaiuudrodeiudedenmaghild

ningiruaulutaasosudniolal
wanswal (product line) fivdsnlalod Uszme

aurdauazglugily wudnnnd so Tuna
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= ¥ 1A o v oA
aungilaledhindasosudngy A szl
a o (4 P a o A [ ¥ A vy
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Tuilszmasadolalodmlinnudiayiusosud
ngu C nu D varnlulszmaiulalodlai
A S o = & s
aAnuIasudngy D nu E ununvzilusosud

1 P A o = i

ngy B gudlundeamsluaaiaiuinnni
fulSeuiisulalednugulaluaaindu
wuhsngudngu B vedlaledangldiosnniiios
ufl 220,000 AU (73 3 lwwa) vasngulavngld
740,000 AU (5% 8 1uiAA) ANAUNI 5 wau
NMAY MngeeansunjulunaiaIulalud
neld 7 wauniau vazngulenelduinni
1 ey audeuiariuilalediinozmy
msaanuludivvessosudngy B ludszmaiu
il Taledanesosudindoaeniogiai
0z 33,000 AEAMSAKIY Fagulaviean 19,000
ABAMIANIFHIOYNNIUNDUATINTIY YUNTIAN
magaeaulunmIATUegN 22,000 ABAATANIY
UHUMWN 3 UETAITIAINEADAUYBIRNAA AL
Neluaaniu unuadudaszauIMdonunily
RUNUEIY AIULNUUDULTAIVUIALATOIIUR /
5% cc 1duuiaszausIm (border line) daiflu
iduilszeg a1 317 10,000 ABATANIY HKAA
@A (foreign makers) nanuavzglusIa
NganINduIiaszAuTA daulnandu (Chinese
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domestic makers) 3218A1131330YA A1V
wwunn Tyufingld (volume zone) oglusin
513N 6,000-25,000 ABANTEANTy naN A

Tinsudlaledegluszaunaings vusnsnoud
yoagulaeglusrlasunneldnwedvalduSoudu
TAWINNT WiazlinunInNaINI

¢ Price

Volume zone
$6000—25000

10

‘F5‘ SPARS |+ MGM
] coatem

O mEm BYD!

PO BYD

BForeign-makers

POLO LE VW
-

' Border is $10,0007=x--ne

SlEssEEsEEEREEREEREEEE e adVe

[] cosrem
O anm v

., Prices are completely divided in China

rassarcavw [
SAGITER [ — MVW PN —.

L ]
AL 7T (MR ‘

L Loty
AYIAE

nvw

Vios Ay
-as |

Elpcq &
N2¥
EXORLLE (} MG e

L |
g (S
"IIli‘l......l.‘."‘.ﬂ"'.l
REY  Asmoaw
A san emon
L ML

Ariem ray
M AR aw

(OChinese domestic makers

0+
0s
(W) [MEER] Oz 791 b

warw cPaaty 4
i) 1. F08RAA OMBEROF I, 2 n--mum—'m
S AN

15

HHUAWN 3

NMIDIUAADAUVDIFHAATOBUA IUTU

7.1 Son, H. 2009.
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U oa
3 3

Anldnnuiunagnsmsnesosudjunataaslsnaa
Tuamadlszmamasiann Taswanndamesving
Trginfoudronanmslduinig 3S Ae 1930
v (sales of new vehicles) veazlna (sales
of parts) wazlIUVINIVAINTUY (service
L A R~ ¥
shops) WuN@IMIENIzNT19I¥219917 5,000
< 3
as.. Wulyigy 1,000 Ay, wazlsaay 3,000
a1y, Aaesvedlalednlvgngalulaneging
wodln UszmasmFe wsnoud Toyota Lexus
Tagmuwz 1WesnnsmFoiinggruineuiuud)
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niunesnsudngy D uaz E wazwngmmzaaiangy C

12,000-40,000 ABAANTANT]

3181 (price)
@oun (place)

Tnnulmnguiitesudniuvinaeniianilvg  vimslaginievisfaaesnuiym
annvanziswilussniesduiioues

sz dunus (promotion)

Fusmsnaamsneuazulerneanannuauwusiuanim

1
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1 < A a v o o o a R4
p019lsAa  uvSEnlalodimaaundyiy
Tayrmsndasosudldidinuaudesnisves

v oA

FU3lnaeadu (localization) degranwiuldya

g
=~ ~

ﬂaﬂimmﬂuﬁﬁu Toyota Corolla H3010
anuldnlisudadiaduilofsuduinsudan
1AF0VEUNMAIA wudlu a.6. 2008 lalediiven
Wesaoud Corolla alananua 1.6 &1y
Tusnmfineludgiudios 1.4 wousy Fuily
FaduiiornnduFoudiowialan edalifa
08Ud§U Corolla Hilogn 58 Tudrlunain
gy Arumnlalodwosuiannsosudguil
rionavausInNudasmIvesuslnardifun
Tavaaen nhudniaiFumsdFnunazgunmiigs
gahionneudueanudIsesiiInarosdu
voaszmamdawanniideamsasuddunueld
Taleduesd licnunsnaadunuldmndeansinm
wasguvedlalodn (TS: Toyota Standard) fu
Fanadon duanulasads nazmsliwdian

Tu a.7. 2013 JuRAUNAATEINIATIIU
(double standard) Ay Taglaluduonidynesn
§lu 2 dw drusnFenin 1st Toyota fiiiu
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amadifu avsga uazylsl Sndumilsiide end
Toyota Wiuaa1AU 0iFe wowin uazemsmld
naznAnsosudilFFoAsfuudqunIned1aiy
RAUAMIDONULY TLAUINATIIUA ) TN
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%rﬂugﬂtmmmmfmﬁ*ﬁ'ﬂisﬂam'w°‘| Janvoue
SludmasulagthFudiude g wilszneuiulag
Tidoarunszuiumstugliou $sfides a.d.
1981-85 RildnuaizAdIoARIAUALULTATINT
mslFnulunaineasnssuwasmMsvuds uanwoiiu
sufl 3 .6, 1986-96 AGNnMeTuToBUF MY
asounsy awsoildvaneaudielUifientnda
sUitldmnnamwlayanuesdinlaled juil 4
A.f. 1097-2004 duandoiflujudandaiio
fhusasuddmsuasounsrfiigusisusiu o
aoulavguazudsiamiioninzfluanthsd uas
aaud a.f. 2004 Awaenfusosudiountszded
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Model history in Toyota's Asian vehicle(

Indonesia)
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UUdAdIUNIATOUATOITOIUARIZGIUY DE1
o 4 =~ o 1l
luaniga Gelidwnusosudaelszanigega
(800 Auealsz¥1ns 1,000 au) Hield

tszanmndaeriiegn 47,000 AvaATEANTg 309
SaA A
aannAeaiu

o

(600 AUADUTZBINT 1,000 AU)
inglddszanmaneniogn 3s,000 avaad
ansy luvoeniade Ju wazdwdodedaiing

1&szmnmanoniaininfiezisuiusooudao
1559103 1,000 AUITBYNINFUNY INUIUTOSUF
fo1szns 1,000 audedluartiviuonanuiioy
lumsl¥saoud (popularization of automobile)
Tuugazlszma uazudaeszaUANaNI (satu-
ration degree) voanaalunsdouladndae

International comparison from viewpoint of product life cycle

Vehicle density per 1000 persons

800

In order for China to reach the density
levelwhere 1000 personshave 200
vehicles (300 millions vehicles in use),
they have to add 220 millions vehicles,
becausethey have 80 millions vehicles at
present. Even ifthey add 30 millions
vehiclesper year, it takes 7 years,

500

ﬁ Y=0.02X

$ 47000
800 vehicles

600 vehicles
Fltreduction 190080} |

iGrowing  1960~90 :
[ntroduction |

200
200 vehicles
100
s $ 3300
60 vehicles
20 vehicles b 10000 20000

40000 GDP($ ) per person

Introduction and Growing phases are long (more than100 years in some countries)
+Makers of developed countries can have advantage

=
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2IIFINFUMIFToueuszridlsene
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uAz%INIMIY  (fading) Tunsdianiga uig
mileuhanminasduduazEuEngraee
ué uilosnnmlssmnsdsnnuiuiiuiEes 4 nn
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AT09T0UATIDEY  uAnszmanvnald vie
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6. unayl
ynaIssilGududIsmandseni
“fuansnouddijuaisgnisiama BOP (Bottom
of pyramid) Wieamasnsudszaud Gide
amasoudduuaey (ULCV: Ultra low
cost vehicle) uammmnﬂuﬁﬁunuﬁw (LCV:
Low cost vehicle) Tudszmamasnmunyie
T nmsanmwuilsufiangld  (Gzaunai
vgle) YoesnouMMIAnAeuudazlszme
TnnasesansonnesveIngusnsudfilasumlas
Tdlerariulufzduludszmma o iy
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o v o A

Maviafe sosudngu B uaz C szabsa
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