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Corporate R&D as a Response to Find a Way
Out of the Present Fall in Prices

CONTENTS

SUMMARY

Senior Fellow Tadahiko Abe

Introduction
. The Present State of Falling Unit Sales Prices
. Corporate Response to Finding a Way Out by Creating Demand and Differentiating

their Product Specialization

. The Way to Become Company Capable of Creating Demand and Differentiating its

Product Specialization

. The Japanese economy remains in the grips of a persistent deflation, with unit sales prices of

almost all products continuing to fall. The reasons for this are the extremely tough
competition on the domestic market and the slump in demand. Actions to respond to this
challenge are currently taken to reduce material purchase costs. For the future, the goal is to

develop new products and higher value-added content.

. The development of new products and their value-added enhancement require R&D.

Although in the late 1990s, Japanese companies were actively engaged in R&D focusing on IT

products, they have not been successful in achieving such goals.

. The first reason that prevented them from being successful is that many companies tried to

create identical products and became band-wagon hoppers with the result of unleashing fierce
price competition. The second reason is that they paid too much attention to their conventional
markets and neglected new ones. The third reason is that they focused not so much on
breakthrough technologies but directed their R&D thrust on the development of incremental
techniques which detracted them from their high value-added goal.

. Looking to the future, it will be necessary to restructure and replace old corporate organization

and to bring about a greater degree of product differentiation. Only managers capable of
making these decisions will have what it takes to be a manager. The new fields where market
development will be needed are the value-added areas focusing on health, comfort, and safety.
This will require the inclusion of social science graduates into R&D. For creating
breakthrough technologies, it will also be necessary to offer researchers much higher patent
rewards to overcome the great dissatisfaction that currently exists in the research community.
The best system for evaluating the value of patents is to have the assessments done by outside

specialists.
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