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Foreign Discount Retail Stores: 

Will the Wal-Mart Model Work in Japan?  

The fate of overseas retailers in Japan is never an easy one to predict.  There are 

many success stories, but it seems lately that just as many headlines are calling out that 

yet another foreign firm has “hit the wall.”  For large foreign firms specializing in 

discount retail, the battleground of Japan’s retail market has recently become the focus of 

much attention.  Japan is the world’s second largest market after the United States, and 

has newly become more accessible for foreign retailers due to a decade of deregulation 

and economic downturn (“A New Era” 14).  Prior to these changes, however, the 

Japanese market was a very difficult one for foreign firms to penetrate, but since the 

reforms, many foreign firms have taken a shot.  While some have been forced to retreat 

after years of losses, others have flourished and expanded throughout the country.  What 

separates the winners from the losers?  In this study, I will compare the experiences of 

Wal-Mart, Carrefour, Costco, and Toys “R” Us through the use of interviews and other 

research.  I will also analyze the history and effects of laws such as the Large-Scale 

Retail Store Law and Large-Scale Retail Store Location Law on these firms. 

Today there are many obstacles for foreign retailers to overcome, including the 

sheer competitiveness of the market.   For every 10,000 people, there are “91 grocery 

stores, supermarkets, or convenience stores” in Japan, but only 62.3 in France and 54.8 in 

the U.S. (Hasegawa 12).  This means foreign companies entering the market have to 
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come in with full force and full pockets to get noticed and turn their businesses profitable.  

What separates the winners from the losers?  Although trends in the market change 

rapidly, the best formula for success is to conduct appropriate research on the Japanese 

market to discover what the Japanese want, find a Japanese partner firm, and promote the 

products and services, because if the Japanese do not know it is available, they will not 

buy it. 

RESEARCH 

I plan to form a better and more comprehensive thesis statement after the 

completion of more research that will answer my research questions: Will the Wal-Mart 

model work in Japan?  How do the experiences of Costco, Toys “R” Us, and Carrefour 

compare to that of Wal-Mart and what can they teach about the Japanese retail market? 

 Following the introduction I will discuss background information, the current 

retail situation in the world, and what is happening with global competition among the 

relevant companies.  Narrowing in from the global discussion, I will then give brief 

historical information on the Japanese retailing industry.  I will also give a full discussion 

on two important laws that have affected the retail situation, the Large-Scale Retail Store 

Law and the Large-Scale Retail Store Location Law.  This section is followed by an 

explanation of the typical Japanese consumer, the characteristics that make them different 

from other world consumers, and the demographics of these people.  This section ends 

with information about the current technology in Japan used in retailing.  Retail 

technology is an important factor currently giving Wal-Mart the edge on Japanese 

retailers and a factor that has shaped recent changes in the industry. 
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 After setting the scene, I will move to the first store and focus of the thesis. Wal-

Mart is the number one largest retailer in the world, based on revenue, and is currently 

operating in sixteen markets worldwide including its home of the U.S. (Seiyu 2).  

Operating stores in Canada, China, Mexico, Brazil, Germany, the United Kingdom, 

Argentina, South Korea, Costa Rica, El Salvador, Guatemala, Honduras, Nicaragua, 

Puerto Rico, and now Japan, Wal-Mart refers to itself as a “global” retailer (2).  Wal-

Mart began acquiring interest, starting with 6.1 percent, in the struggling Japanese retailer 

Seiyu, Ltd. in May 2002 (Rowley “Can Wal-Mart” 18).  After being turned away by 

other troubled Japanese retailers, Seiyu, now Japan’s fourth largest retailer with over 

forty years in business, provided the perfect opportunity for Wal-Mart to step into the 

market with little resistance (Seiyu 4).  Over the span of three years, Wal-Mart gradually 

increased its stake in Seiyu to the current 53 percent and in December 2005, Seiyu 

became a subsidiary of Wal-Mart Stores, Inc. (3; “Wal-Mart Japan unit” 1).  Although 

Wal-Mart now controls Seiyu, its Japanese stores still do not resemble, in the least, its 

American “supercenters,” and the “Wal-Mart name is nowhere to be seen” (“Wal-Mart 

enters” 1).  In fact, it is safe to say the average Japanese consumer has no idea that Seiyu 

is now being run by Wal-Mart.  Why does Wal-Mart choose to remain invisible in Japan? 

 The discussion on Wal-Mart will be followed by ones on Costco, Toys “R” Us, 

Carrefour, and one on a Japanese retailer, Aeon.  These stores have all had different 

experiences in Japan with Carrefour being the most extreme example as they were forced 

to withdraw from the Japanese market after only four years.  The section on Carrefour 

and Toys “R” Us will be to illustrate two different success cases, or at least success so far.  

Aeon is stepping up against the competition from Wal-Mart and it will be interesting to 
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see what will happen to them- if they become more like Wal-Mart or if they can find 

another to stay afloat.  Some of the sections on the stores, especially the Seiyu section, 

will utilize the marketing analysis structure called SWOT- strengths, weaknesses, 

opportunities, and threats.  The comparison of retailers will be followed by a discussion 

on the future direction of Wal-Mart based on what can be learned by the experiences of 

the other foreign retailers and a conclusion. 

 In Japan, I did interviews with the help of a Japanese student, at Costco, Sieyu, 

and Toys “R” Us in Japanese.  The student and I researched mostly online sources and 

textbooks in English and Japanese.  I am also going to be using primary sources about 

Japanese retailing. 
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