FOREIGN BUSINESS

Max Factor’s Many Faces

By Lucille Craft

ictor Harris, 60, has been in the
v cosmetics business for 39 years,

most of that time devoted to
managing production and sales in Asia
for Max Factor, the Hollywood-based
cosmetics corporation. During his ten-
ure here, the Japanese subsidiary has
known exhilarating success—capturing
10% of the then-developing Japanese
cosmetics market in the early 1970s—
and a heartbreaking setback, when mis-
guided direction from the home office
enabled the company’s Japanese com-
petitors to pull ahead. Under Harris’s
guidance, the Japanese subsidiary has
managed to restore its share to 6%, and
is the only American firm that sells
more in Japan than in the U.S. Lucille
Craft recently interviewed Harris at
Max Factor Japan's head office in down-
town Tokyo.

Q: How has the Japanese cosmetics
market evolved during Max Factor Japan's
33-year history?

A: The industry at our beginning here
was very small. There was little or no reg-
ular use of “color cosmetics,” the non-
skincare part of the business. Japanese
women, for many, many years, have been
using creams and lotions and take excel-
lent care of their complexions. But the
use of fashion products—the color prod-
ucts, for lips and eyes and nails—was real-
ly almost nonexistent, except perhaps in
nightclubs and geisha houses. So we real-
ly brought to Japan the idea that every
woman should and could be attractive,
and in a very ladylike way, by using
makeup, a word that was coined by (com-
pany founder) Mr. Factor. We actually
went into the junior high and high
schools to teach young women how to
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use makeup. We put schools into the
stores; we started, developed, main-
tained and still do, as does the whole
industry in Japan, huge numbers of high-
ly trained makeup “artists,” as we call
them, who are out in the field teaching
and demonstrating the proper use of the
product. Very soon after we started these
ideas, they were adapted by the rest of
the industry, and became really the basis
of the whole educational system in Japan
as to how to prescribe and sell cosmetics.

Q: How does your company distinguish
itself in a market dominated by giants like
Shiseido and Kanebo?

A: Max Factor is the only company
that can combine the two major market-
ing abilities, one of having been in Japan
for over 33 years, and secondly, of being
very prominent internationally in all the
cosmetic and fashion capitals of the
world. And those two things together
really give us a plus that we have taken
advantage of, and we’re trying to contin-
ue to develop our business here based on
our differences. ... Our competition in
every other country in the world is Amer-
ican and French and British. Our compe-
tition here is Japanese. We almost ignore
all the non-Japanese here because they
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Mx Factor chemists at work

still amount to only a very small part of
the business, and that’s not changing.
The Japanese excel in R&D; in product
development, naturally; and in their
advertising and the quality of their
packaging. There are no weaknesses,
certainly not on the surface.

Little competition in
skincare

Q: So how do you compete?

A: We look for niches. We try to predict
the coming need for a product, or a
shade, or a fashion or a look, which again,
our experience overseas and presence
in all of the fashion capitals of the world
give us an ability to do; to try to predict
what is going to be popular in Japan,
what will be necessary in Japan. As an
example, late last year we marketed, for
the first time in Japan, a range of acne
prevention care products for teenage skin
problems. We market these in other parts
of the world; everybody does. There had
been no need for this kind of thing in
Japan, because they have gorgeous
complexions; they’re born with them,
they die with them. But among the won-
derful things that America has brought
to Japan is the fast-food craze, and young
women in Japan now have, or soon will
have, changing needs for skincare prod-
ucts. And we develop and market a range
here which is excellent in a field, in
which, at least initially, there’s little or
no competition.

Q: How are your products manufac-
tured, packaged and marketed to cater to
local tastes and characteristics?

A: Where we sell a brand and a product
here which is the same brand that we sell
in the U.S., there are no differences at all.
The big difference in Japan and certain
other markets is that because the indus-
try product mix in Japan is different than
in the U.S., we have started our own
product development in Japan only for
those products which we cannot look to
the U.S. to help us with. We have several
complete ranges of goods which we don’t
sell in the U.S., and for those, we've de-
signed our own packaging, developed our
own formulas, we've done our own prod-
uct testing, our own research, our own
advertising and marketing, quite sepa-
rately. To summarize, we don’t take
something from the U.S. and say, well, it
should be bigger or smaller, or it should
be red instead of blue. We don’t make mi-
nor changes like this. But in those brands
and products we develop specifically for
this market, then we create our own pre-
sentation from scratch.

International appeal

Q: Are celebrity promotions more suc-
cessful in luring customers here than in
other countries?

A: I don’t think Japanese customers
are any more swayed by personality than
customers of other countries. You get
some differences in who is popular and
who is not popular here. Diane (Lane,
an American actress) is an excellent
example. Diane is far better known and
more popular in Japan than she is in the
States. We’ve been using Jaclyn Smith of
Charlie’s Angels (an American TV show)
in the United States. She’s exactly what

we want and need in the U.S. It would
have made great sense for us to use the
same person here—it would be more effi-
cient and less costly—but the target audi-
ence in the U.S. was a little older than we
had identified here; the product range a
little bit different. So in spite of the addi-
tional costs and time and effort we decid-
ed to use Diane and it’s proven to be
exactly right. It’s now our third year with
Diane; she’s kind of the Max Factor Girl.

Q: Why not use a Japanese model?

A: Because we’re an American com-
pany. And we think it’s important to
continue to tell that story—one, that
we’re an international company, and two,
that we’re a multinational kind of compa-
ny with tremendous experience in the
Japanese market. And I think even our
Japanese competition tries, in their ad-
vertising and sales promotion, to use
models who could be any nationality.
They don’t come out and say it, but in
settings they do a tremendous amount
of photography overseas, to lend an air
of internationalness.

Q: Are Japanese customers more loyal
than those overseas?

A: More so in Japan than in other ma-
jor cosmetic countries, but again, it kind
of breaks down. In the skincare part of
the business in Japan—this is true of all
our competition as well —you get tremen-
dous loyalty. If a woman is using a skin-
care regimen that she thinks suits her, it’s
awfully hard to get her to change, as long
as that maker keeps up to date on new
trends and new science input. On shades,
the fashion part of the business, young
women—and I guess this is good for all of
us—like to try anything that’s new: a new
shade, a new application idea, a new
applicator, a new technique for putting
something on, a new look. So among the
major makers and particularly the young-
er girls, they’ll change. And that’s good
for the business.

Q: What are some other characteristics
of this market?

A: We try very hard to get customers
for our products as young as possible in
age. Women in Japan start caring for
their skin years and years before women
in America even worry about it. We say
women in America start worrying about
their skin when it’s too late. Women in
Japan worry about their skin - when
there’s still plenty of time to care for it,
years before they start using lipstick, sha-
dow and liner. That's why we still do a lot
of schooling of young girls to try and get
them to be skincare customers at an early
age. We do it in stores, hotels, in apart-
ments, almost wherever we can gather a
group of interested women. We still have
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the program in high schools, teaching
graduating students the proper use of
makeup. We find the school faculties and
families of the girls are delighted to have
that kind of assistance. Because if the
girls are going to use it, they might as well
use it properly.

Costly cosmetics

Q: How much more expensive are cos-
metics here?

A: Close to double, at today’s absolute
dollar values. Also here there are no
closeout sales of cosmetics, there are no
cut prices in cosmetics. They never have
asale. In the U.S., most of the cream busi-
ness that is done all year long by all of the
major important quality houses is done
in January with 50-percent-off sales.
Every woman gets her department store
mailing in December for the month of
January. Can’t do that here, never been
done. There’s no law, but you just don’t
do it. It’s been tried, but it won’t sell one
piece. The same goes for pricing. You in-
troduce an excellent product at too low a
price and the market is suspicious of it.
The consumer is terribly suspicious of it.
(She thinks) it can’t be any good if you
can afford to sell it at that price. Quality
and price in Japan in the cosmetic indus-
try are the same thing. You can’t separate
them. We have four or five brand levels.
But even the lowest-priced would be
considered medium- to high-priced in
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the U.S. There’s a tiny bit of business in
so-called budget brands, but it’s almost
insignificant. Which we think is good for
the industry, because it enables the in-
dustry to spend more on R&D, to spend
more on the raw materials they put in
their products, so it brings to the con-
sumer a higher quality standard. And
the consumer doesn’t get hurt by buy-
ing someone’s cheap product that gives
her a problem or really shouldn’t be on
the market at all. The standards here
are perfection.

Q: Since the Japanese cosmetics mar-
ket has “matured,” where’s the growth
potential?

A: We look at the aging of the Japanese
population as a tremendous growth po-
tential for the industry. The woman who
used to be a potential customer until she
was 60 or 65 is now a potential customer
until she’s 80 or 85. This means, obvious-
ly, our customers are living longer. It also
calls for additional product development,
because the aging of skin or other re-
quirements of a woman or man change
up and beyond the 70s and 80s, so we’re
going to continue to look at products that
are more lasting and will cover the chang-
ing needs of the aging population.

Q: How does that compare with other
countries?

A: The fastest growing part of the busi-
ness in Europe and the U.S. today, for the
last five to 10 years, has been in fragrance,
for men and women. In Japan there is no
market at all—and it doesn’t change. Tre-

mendous amounts of money, including
some hard-earned Max Factor money,
have tried to change the use habits of
Japanese women. The average Japanese
woman continues, at any age, to want to
smell natural and clean and soapy. They
bathe often but they don’t want any artifi-
cial fragrance about them. Even in our
basic products, we add far less fragrance
than in other countries. It’s so subtle as
almost not to be there. Men are huge con-
sumers of hair products, but they don’t
use aftershave lotion, they don’t use
men’s cologne. A lot of Japanese tourists,
they’ll come back and have a huge bagful
of French cologne they’ve bought at du-
ty-free stores for wives and girlfriends. So
you’ll get statistics showing Japanese are
buying a lot of perfume, and my boss will
say, “I told you so, it’s changing.” But it
doesn’t change, because you can go into
some Japanese lady’s home and she’s got
40 bottles of French perfume still totally
sealed and never to be opened. And yet
other fashions here change very dramati-
cally and quickly. (Japanese fashions) are
gimmicky, they’re unique, they’re cute,
they’re fashionable, they're modern and
they’re young, and the Japanese ladies
just jump in and try all of these things.
But fragrance is something like 2% of the
industry, and even that figure is suspect—
whether that amount is being used or just
given as gifts.

Q: Any advice for other cosmetic manu-
Jacturers seeking to enter the Japanese
market?

A: It’s the second-largest cosmetic
market in the world, after the U.S., but
it’s tough. It’s terribly expensive to come
into this market. Department stores are
perfectly happy with the brands they
have now. It doesn’t matter what your
reputation is somewhere else—what are
you going to bring to the store and the
consumer that makes it important for
them to give you space? You've got to
have a better product—cheaper won’t do
it here, you’re not going to give bigger
discounts to the stores, you're not going
to do more advertising, so you have to
have a reason to exist. If you really don’t
have a reason to exist that makes sense to
the retailer and the consumer, stay out of
here. You can’t make it. It’s also very
long term here, in cosmetics or anything
else. Don’t come to Japan if you have to
show your board of directors at home at
the end of the first quarter that you made
some money. And don’t even promise
them any money at the end of the first
year, or maybe at the end of the first five
years. But if you can offer something bet-
ter, something special, then there’s a
place here for you. e



