Honda’s entry into the US – a success through organizational learning
The eventual success of Honda’s entry was based largely on the organization’s ability to try out unproven ideas, to build on what worked, and to learn from its mistakes, i.e., organizational learning. Because the company was entering a complex market it knew nothing about and had neither the money nor the time to do much research or planning, it had little choice but to learn as it went along. Today Honda is known as a successful competitor in the number of products: motorcycles, automobiles, lawn mowers, and a wide variety of products powered by small gasoline engines, such as portable electric generators. However, when it first entered the US market the firms had immense difficulty in offering even a single successful product. The company started in Japan soon after WWII and for a decade it sold a variety of products that ranged from complete failure to marginal successes. By 1958, the firm finally had a successful product in Japan i.e.,  a small 50cc motorbike designed to suit the requirements of Japanese housewives, but exports to the rest of the Asia  totaled only 1000 units a year. The poor roads and low levels of disposable income found across Asia at this time appeared to limit further opportunities there, and Europe’s market appeared to be completely dominated by a number of very strong brands. With nowhere else to turn, the firm decided to approach the US motorcycle market with modest ambitions and virtually nonexistent plans. Executives later recounted, ;in truth, we had no strategy other than the idea of seeing if we could sell something in the US—we did not discuss profits or deadlines for breakeven.’

In fact the only structure to the entry timetable was created by Japan’s Ministry of Finance. This group was clearly skeptical of Honda’s chances for success. Toyota had just launched the Toy pet in the US, and it had failed miserably; what chance did a weaker firm have of succeeding? The ministry stalled but eventually granted funding that was dependent on a 5 month entry schedule, a schedule intended to convince the firm to give up its idea. However, Honda scrambled to make the deadline and secure the funding. In doing so, the company depended even less on planning than it had in the past. Mr. Honda the founder was especially confident that the larger motorcycles i.e., 250cc and 350cc, the firm planned to export would be successful, not because of any market research but because he felt the shape of their handlebars looked like the eyebrows of Buddha, which he felt would be a strong selling point. 

The firm did not know that motorcycle sales in the US are seasonal, with the peak season being from April to August. Its first shipment of motorcycles arrived in the US in August of 1959 and mostly sat idle until April of the next year. Soon after the first units were sold, customers started returning with complaints of leaking oil and clutch failure. It turned out those US riders rode their motorcycles much farther and faster than Japanese rider did. The company spent the month of April 1960 air freighting failed machines back to Japan, where an R&D group worked around the clock first to diagnose and then to fix the problems with a new head gasket and clutch spring.  The company had always assumed that the largest market for its motorcycles would be ‘macho males in black leather jackets’, and it resisted exporting its line of smaller 50cc machines , designed to satisfy the tastes of Japanese housewives, for fear it would damage its image. However, the company did ship several of the smaller machines to the US, where company employees used them to run errands around LA. These machines attracted considerable attention, especially from Sears, Roebuck, which proposed to distribute the smaller motorcycles. However, Honda resisted until its larger machines started breaking down, at which point it had little choice but to start sipping smaller machines. The smaller motorcycles were well received by sporting goods dealers, rather than motorcycle dealer, who sold them to ‘normal, everyday Americans’. For 4 years, the company had a marketing campaign that tried to appeal to both the ‘leather jacket’ and the ‘everyday American’ market. In 1963, an undergraduate advertising major at UCLA working on a class assignment developed an advertising campaign with the theme ‘you meet the nicest people on a Honda’, which was aimed squarely at the market for the smaller machines.  The student passed the idea on to a friend working at Grey Advertising , which bought the rights to the idea and eventually sold it to Honda as part of a marketing strategy aimed directly at the large untapped market of ‘everyday Americans’. The nicest people campaign was a major success, and by 1994, nearly one out of every two motorcycles sold in the US was a Honda. From a humble base, the company built the corporation we know today.  

