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DURING JAPAN’S GROWTH, TWO ENTERPRENURES DISCUSSED 
 

Most venders (OEM) 

complained about 

Matsushita 

They are squeezing us! 

Konosuke Matsushita 

Kazuo Inamori 

Only Kyocera Inamori said 

“You decide the price, we 

accept it, but once you´ve made 

the price, no more reduction 

even how much profit we get!! ” 

HARSH SEVERE REQUEST FROM 

MATSUSHITA  

Kyocera can make our poduction 

profittable by creative and 

innovative approach! 

UNDER REAL 

ESTATE 

DEVELOPMENT 

CONTEXT?? 



WHAT IF THE LAND VALUE AND CONSTRUCTION COSTS ARE 
ALREADY VERY HIGH.....? 

Workers, 

Materials, 



YOU MAY THINK OF REDUCING COST TO BEAR PROFIT.....? 



LAND VALUE TRANSITION 
Miyako Island, Average Sales Price Transition 

  Major markets had suffered recessions. (2008) 

 The recovery and another booming economy.  

 Property appreciation trend has remained active. 

 Investors appetite  

 How to secure the profit under the current status-quo.  

 Sustainability and diversity have been the business trends  

 Growth strategies would no more be feasible within the capitalism 
flamework. 

 Scheme in which investors can seek the better return,  

 even under harsh competition in profitability.  

 Sustainability is delivered from the new energy technologies. 

 Co-existence of growth, Environmental protection, Improved the 
eco-systems  

 Sustainable approach in cost management 

 Okinawa real estate market has been quite booming.  

 Thus it is now getting close to the pre-Lehman period. 

 



TOURISM IS THE TOP INDUSTRY TO BE 
GROWN 

https://www.youtube.com/watch?v=apf4Gc7EJMc 

 

 

https://www.youtube.com/watch?v=apf4Gc7EJMc
https://www.youtube.com/watch?v=apf4Gc7EJMc


WHAT IS BUBBLE, THE BOOMING MARKET?  



NORTH PART OF JAPAN?  



TOURISM IS THE TOP INDUSTRY TO BE 
GROWN 

https://www.youtube.com/watch?v=QtxhK-GNNRk 

 

 

https://www.youtube.com/watch?v=QtxhK-GNNRk
https://www.youtube.com/watch?v=QtxhK-GNNRk
https://www.youtube.com/watch?v=QtxhK-GNNRk


INBOUND TOURISM BOOM  



LAND VALUE TRANSITION 
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WHAT IS BUBBLE, THE BOOMING MARKET?  



MONTHLY NUMBER OF TOURIST OKINAWA 



INCREASING NUMBER OF INBOUND TOURISTS 

000 people 

Non Japanese 

Japanese 



THE SUSTAINABLE APPROACH IN COST CUTTING  

Electricity: Solar Energy 

Regarding the solar power generation, its penetration  

ratio in Japan has still been low,  

As the battery charging system improves,  

more and more electricity using solar power systems  

would be used for industrial facilities.  

Actually, the “Huis Ten Bosch”, one of the five star  

hotels located in  

Southern part of Japan has realized non-utility generator  

by implementing the hybrid  of solar power and hydrogen energy.  

They have been using this system in a part of the large scale of facility  

 

However, this would be seen as the prototype  

of renewable energy introduction for full service, high end hotels.   

 

The average installation cost in Okinawa is 260 USD/ Kw and 50-100%  

energy cost can be saved in running cost.  

 



THE SUSTAINABLE APPROACH IN COST CUTTING  

 

The penetration of Solar Power Generation for household by 

prefecture 



THE SUSTAINABLE APPROACH IN COST CUTTING  
Water Supply: Seawater Desalination System 

 

In Okinawa, due to its geographic feature, constant 

 lack of water supply has been the issue in entire prefecture.  

 

Some local manufacturing company have been releasing the solution; 

 the seawater desalinations system.  

this machine has been used on ship services, seaside farming, and 

industrial use for middle to small businesses.  

The cost for machinery is 6,000 to 10,000 USD, 

 

So far, this has been appreciated in Hawaii, Bali, and other countries 

where good ocean resorts have been developed.  

When it comes to the water cost to be charged, the fee in Miyako, 

the case subject is located 

 is three times higher than that of Tokyo.  

Therefore, the effort of cost saving is worth analyzing. In this case study, 

taking into account the maximum water cost saving is set out 50%, taking 

into account the limitation of as-is technology.  

Source.Sasakura 



THE SUSTAINABLE APPROACH IN COST CUTTING  

Desalination machine specification 



THE SUSTAINABLE APPROACH IN COST CUTTING  

Waste Disposal: advanced technologies in incinerator 

How to dispose garbage has been a concern in an economy  

of small island. 

 Different from city central location in a continent,  

setting up an appropriate disposal facility is not an easy task.  

 

Furthermore, industrial waste and transport of reusable materials 

always require high shipping costs.  

Large installation cost should be avoided. 

 

To solve those issues, in Okinawa, local companies have invented 

suitable incinerators and providing them local societies.  

 

Especially, now a days, by those new technologies, using the heat 

energy issued from combustions process,  

water heating or energy production have been promoted.  



THE SUSTAINABLE APPROACH IN COST CUTTING  
Waste Disposal: advanced technologies in incinerator developed for 

islands  

360,000-400,000 USD 



THE DIVERSITY ANALYSIS IN COST CUTTING   

Generally speaking, the diversity under the business context is defined as 

follows:  

“The "business case for diversity" stems from the progression of the models 

of diversity within the workplace since the 1960s.  

The original model for diversity was situated around affirmative action 

drawing strength from the law and a need to comply with equal 

opportunity employment objectives.  

This compliance-based model gave rise to the idea that tokenism was the 

reason an individual was hired into a company when they differed from the 

dominant group.” : >>>> Non Japanese 

In case of Okinawa tourism, the diversity has been keenly discussed in 

human resource development.  

Namely, the lack of staffs has been one of the serious issues to be solved in 

Okinawa.  

Majority of resort hotels have been feeling the lack of staffs and house-

keeping, restaurant kitchens, service staffs are major sections where 

people want to have immediate support. 



THE DIVERSITY ANALYSIS IN COST CUTTING   

(Source: “The Research on lack of human resources among hotels in 

Okinawa”(2016.11), Okinawa Industry Promotional Funds) 

 



CASE DESCRIPTION 



CASE DESCRIPTION 



CASE DESCRIPTION 



CASE DESCRIPTION 



CASE DESCRIPTION  HOTEL PLAN 



CASE DESCRIPTION 
The Assumptions: 

1 The valuation approach to be used is the direct 

capitalization approach. 

2 Analysis has to be done for Hotel profitability, despite 

of the possibility of leasing and arranging the 

Management Contract. 

3 Thus the case assuming that the hotel operator invests, 

holds and operates from the beginning to the exit. 

4 Other cost structure than identified items are constant. 

5 The sales mainly come from room plus Food and 

Beverage(F&B). 

6 Taking into account the market trend, five-star hotel is 

developed, average ADR is 820 USD, and occupancy is 

78% 



CASE DESCRIPTION PESSIMISTIC SENARIO 

D efault C ase, P essim istic Senario

25.60% C O G S 5,729,140

74.40% G ross M argine 16,650,312

32.80% Labor C ost 7,340,460

9.20% O perational Expense 2,058,910

21.40% Adm i C ost 4,789,203

5.10% U titily 1,141,352

63.40% Total Expense 14,188,572

G ross O perationalP rofit 2,461,740

G O P  11.0%

G O P  C ap 5.39%

Profit/ total revenue 

Profit/ total investment: 

land+building 
Breakdown of hotel major expense items, (2015), Japan Ryokan Association  

"Statistics of business administration in 2016",  Japan Ryokan Association, 



CASE DESCRIPTION MODERATE SCENARIO 



CASE DESCRIPTION OPTIMISTIC SCENARIO 

O ptim istic Senario

25.60% C O G S 5,729,140

74.40% G ross M argine 16,650,312

16.40% Labor C ost 3,670,230

9.20% O perational Expense 2,058,910

22.93% Adm i C ost 5,131,608

1.53% U titily 342,406

48.53% Total Expense 10,860,748

G ross O perationalP rofit 5,789,564

G O P  25.9%

G O P  C ap 12.68%



CASE DESCRIPTION RESULT 

By implementing sustainability and diversity, the GOP has been 

doubled and investment return is expected to be above ten percent.  

 

 Now a days, “as-is” market condition is booming and the approach 

prevailing in the market would not support the clients' needs. 

 

Therefore, this kind of analysis definitely helps those who are 

seeking the feasible business plans under the market booming phase. 

 

Under the pessimistic case, the net profit come from the hotel 

operation remains low.  

 

However, once players started introducing the concepts of 

sustainability and diversity, they would be able to realize the good 

profit return, comparing to other investment products. 



DISCUSSIONS AND CRITICS  

Time-lag necessary for expecting the constant record 

of the benefits from the system:  

obviously, the solar power generation system, sea 

water desalination system, eco-cinerators system are 

quite innovative and have still been under the 

improvement.  

 

Once the performance has been stabilized and the 

results  get less volatile, the actual commercial 

implementation can be discussed.  

 

Therefore, in a meanwhile, this research can be taken 

as the simulation for Bata case.    
 



DISCUSSIONS AND CRITICS  

Sales drivers and the expense reduction of cost of goods sold.  

 

This research simply referred the data provided by the non-profit 

organization and most of the figures are standardized numbers.  

 

However, still the gross margin come from the growth in the sales as well as 

the reduced cost of goods sold. 

 

 In the service industry like hotel, COGS has been considered the materials 

to be used for generating room revenue and F&B sales.  

 

Daily, constant and accumulated efforts would be much effective than cost 

reductions discussed in this paper.  

 

Therefore, educating staffs and carefully reviewing the procurement 

processes should be followed together with the environmental conscious 

attitude.  

 



DISCUSSIONS AND CRITICS  

Other assumptions to be considered. 

 

 Needless to say, there are many environmental risks and influences 

 to be considered. 

 

 For instance, the risk of natural disaster has been the top of the concerns.  

 

Actually, after the Tohoku earthquake in 2011, Japan tourism had been 

severely damaged for a couple of years. 

 

 As the society recovered, the inbound tourists came back.  

 

However there were considerable numbers of hotels  

who could not survive. 

  

Good preparation for unexpected sales downturn 

On the other hand, saving the energy cost and HR cost would definitely help 

the service industry under the case of contingency like long-lasting recession.  



DISCUSSIONS AND CRITICS  

Improvements in the construction costs: 

 skyrocketing construction cost has been the root cause for potential 

investors  

to remain reluctant to promote newly development even by taking 

risks.  

 

The background of it is the lack of skilled construction workers and 

increasing material costs.  

 

Some general construction companies have been working on training 

Asian workers and importing less costly materials from Asian 

countries.  

 

Those attitudes may be pragmatic solutions for the current 

construction environment.  

 



DISCUSSIONS AND CRITICS  
 Return ratio: in this paper, to make the analysis simple,  

direct capitalization approach has been used for the 

simulation.  

DCF analysis or simple cash flow analysis would also work 

to figure out the sensitivity of cost structural change 

against the financial results. 

 

Capital gain come from the land: the capital gain that 

investors can expect from the land value appreciation has 

not been considered under the direct capitalization. 

 

 However, as demonstrated in Niseco case, as the 

community gets matured, more and more tourists would 

come to the island and the tourism would be further 

promoted, resulting in large percentage of capital value 

increase. If the investor would like to reflect such 

speculative expectation, under the analysis, valuers and 

consultants can provide such bench marks referring one of 

the scenario analysis. 



DISCUSSIONS AND CRITICS  

 The reputation come from the sustainable and diversified 

strategies:  

 

this is not measurable, however, sustainable strategy would 

contribute to motivate employees and largely impact on the cost 

structure.  

 

Moreover, putting diversity as the HR strategy also works to 

recruit talented and competent staffs from the global field.  

 

Therefore, even thought the economic effects are unmeasurable, 

operating with those two missions would gradually benefit to 

increase the corporate intangible value. 



DISCUSSIONS AND CRITICS  

 Government subsidized support: In Okinawa, there are several 

programs for middle to small businesses to promote the eco-

activities. 

 

If the investors use some of those programs, 60-70 percent of the 

initial investment would be paid by those schemes.  

 

This would also improve the financial figures under the 

implementations of sustainable and diversified policies. 

 

Financial possibilities: sustainability and diversity are two more 

important things that financial institutions want to promote. 

 

Therefore, businesses that educate local people in terms of those 

principle implementation would help in their operational activities 

like facilitation of finance. 



DISCUSSIONS AND CRITICS  

 Case analysis would contribute to develop more accurate and 

relevant projection of the future revenue and expense structures.   



CONCLUSION    

1) Under the booming economy, it's really hard to decide the 

new investment. 

2) Analysis on the future profitability by changing the cost 

structure provides investors with indication of the value of their 

investments 

3) Investments definitely bring some effect and profitability would 

be pushed up to around over 10% from 5%, the average in the 

real estate investment market under the current environment. 

 



CONCLUSION   

4) Solar power usage and HR cost reductions are two more 

important and most-impacting areas to drive the healthy business 

operation. 

5) The reduced expense is the first and direct impact on the cost 

figures under the operation and the second, much profound 

impact comes from those development which have clear 

concepts or at least follows the global business themes.  

6) Business growth may be achieved through such careful and 

professional analysis on how to make hotel business feasible.     
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