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Amway Corp.: A Successful Sales and Distribution Story in Japan

Amway Ltd. of Japan is an overseas subsidiary of the U.S. consumer-
goods company of the same name. Currently it is the seventh
fastest growing company in Japan with Japanese sales now equivalent
to sales in the United States--over a half billion dollars. The
company has 450 full-time employees and 700,000 individual
distributors who sell 150 home care, houseware, nutritional
supplement, and personal care products such as cosmetics on a
commission basis direct to consumers.

A number of factors have contributed to Amway's success. First,
the company competes with a traditional trade distribution system
that is dominated by small, local retail and wholesale distributors
who charge enormous markups to carry a product. These markups
often lead to retail prices that are quadruple the manufacturer's
price, and the small store size results in a limited selection for
consumers. Second, Amway has established three automated
distribution centers that receive computerized orders and ship
within 24 hours to provide outstanding convenience. Third, because
Japan is a compact market, it is easy to reach the customer. The
independent salesperson-distributors service customers personally,
distributing catalogs, making telephone calls, and conducting sales
sessions and demonstrations in coffee shops. Customers can place
orders by phone, by computer, and even by fax.

Recently, Amway has been very successful in marketing a small $265
induction range made by Sharp. The range heats only the
ingredients in a pan and remains cool to the touch. It was a flop
in the cramped retail stores but a big success for Amway whose
salespeople were able to demonstrate its features.

1. Which type of sales and distribution system best characterizes
the Amway system?

2. Discuss the types of sales and distribution objectives and
appeals that appear dominant at Amway.

3. What is Amway's source of power in this system? What type of

power do distributors have in dealing with Amway? With
consumers?
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