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Toward a cor

Boeing's partnership with Japan—a unique market that's home to important customers,
the same: The critical role of personal relationships

By Mike WiEGaND PHotos By Bos Fercuson/BoEING

1953 with the establishment of Boeing International Corp. Boeing hoped to gain a foothold

in a promising new market against entrenched competition. The new operation was funded
with $1,000 and staffed by five U.S.-based directors. Yet this initial formal presence in Japan was
the beginning of a profound partnership and friendship for both the company and Japan. In the
past five decades, Boeing and Japan have made aerospace history together—and are setting the
pace for defining the future of the industry.

“Japan has worked with Boeing over the decades on both commercial and defense pro-
grams,” said Hirofumi Katase, former director of the aerospace and defense industry division,
manufacturing industries bureau at Japan’s Ministry of Economy, Trade and Industry. “Today,
Japanese aerospace industry is jointly developing the 787 Dreamliner and Boeing is offering
support to Japan’s Mitsubishi Regional Jet program. We have worked together on many defense
programs such as Chinook and Tanker.”

Japan’s aviation requirements are unique. As a small island nation with dense population cen-
ters and high air-traffic demand, Japanese airlines have the highest flight cycles on some of
the densest routes in the industry. Airplanes must be infallibly reliable, exceptionally capable and
highly efficient. Maintenance must be impeccable. Top-notch customer support is critical.

Meanwhile, Japan’s defense challenge is formidable. Some of its neighbors are among the

world’s ascending economic powers, while others represent security concerns. Accordingly,
Japan’s defense objectives combine a strong desire for protection in a complex region, with its

Like many relationships, the Boeing-Japan relationship had humble beginnings, starting in
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as well as expertise in industry—is evolving and strengthening. Yet one element remains

aspirations to be a leader in international relief efforts, disaster response
and the fight against terrorism.

Boeing recognized early-on that investment in developing exception-
al products for this unique market was the only solution. Such develop-
ment clearly required close partnership with the Japanese in defining
requirements and designing commercial airplanes and defense solu-
tions along with the right level of superior customer support. Japan’s
well-known expertise in process-focused manufacturing and high-
quality products made partnering with Japanese industries as suppliers
inevitable as well. The relationship deepened and broadened.

Today, Japanese engineering and manufacturing plays a significant
role in every single jetliner Boeing builds. Japan’s partnership role be-
gan with the F-86, then steadily increased on several military programs
including the F-4, the F-15 fighter, the Apache attack helicopter and
the Chinook heavy-lift helicopter. The extensive collaboration extends to
space, telecommunications and many other areas.

Japan is playing an increasingly central role in launching major new
programs such as the 787 Dreamliner, the 777 Freighter and the 747-
8 Freighter. The Japanese “heavies”—major industrial companies in-
cluding Mitsubishi Heavy Industries, Kawasaki Heavy Industries, and Fuji

Heavy Industries—produce components almost exclusively for Boeing.
The Japanese also launched Commercial Aviation Services’ 767-300
Boeing Converted Freighter, Airplane Health Management and Integrated
Materials Management programs, as well as the 767 AWACS (Airborne
Warning and Control System) program. Japan was also one of the first
customers for the KC-767 Tanker. Launching such significant programs
from across Boeing businesses is comparable to the role traditionally filled
by major U.S. carriers and the U.S. Department of Defense. Japan has also
been a primary influence and mentor for Boeing in such key areas as Lean
manufacturing and quality improvement.

What began as a customer-courting maneuver by Boeing more
than 50 years ago has now evolved into a uniquely close relationship in
which Japan is a customer, supplier and risk-sharing partner. The risk-
sharing role is an especially significant commitment. In support of the
787 Dreamliner program, for example, Japan has invested billions of
dollars over the past several years. Like Boeing, the future of Japan’s
investment rides on the long-term success of the program.

In addition, all of Integrated Defense Systems’ Japan programs in-
volve Japanese industry in some way. Kawasaki Heavy Industries is the
direct contractor for the tanker sustainment program, but Boeing works
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with KHI, ltochu and Japan Airlines to provide
support needed. Through Support Systems,
IDS provides training and service engineering,
parts and components that ensure the Japa-
nese tankers are maintained well.

But the closeness of the Japan-Boeing re-
lationship goes beyond business. It’s ultimate-
ly founded on a vast and intricate network of
personal relationships between thousands
of people over several decades. The depth,
breadth and extent of these relationships are
an integral part of doing business in Japan.

Japan and Boeing have weathered a wide
variety of challenges and pressures over
the years, and both have benefitted. But the
greatest challenges—and opportunities—lie
ahead, especially as more nations invest in
building aerospace manufacturing capabili-
ties, creating intensified competition.

Strategic international partnerships—Ilike
the partnership between Boeing and Japan—
will be the key to global competitiveness.
Many countries and companies are pursuing
international collaboration and global rela-
tionships. For some of these competitors, this
is relatively new ground. But for Boeing and
Japan, it is very familiar territory that’s created
a competitive edge for the future. I

michael.s.wiegand@boeing.com
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By Mike WieGanD

cesses that are practically synonymous with quality. These are
hallmarks of Japan, which is important to Boeing in myriad ways.
Among them: It's the home of the launch customer of the 787 Dream-
liner, as well as one of the first air forces to procure the KC-767 Tanker.

For additional perspective and insight on Boeing in Japan, Boeing
Frontiers spoke with Nicole Piasecki, president of Boeing Japan.

Q: Why is Japan so important to Boeing?

A: Japan is uniquely important for many reasons. We're proud of
the 50-plus years we’ve been doing business in Japan and our impor-
tant achievements. But it's much more than that—it’s the character and
quality of the relationships we’ve built from the ground up during those
five decades. It's the way we’re working together to lead industry inno-
vation and advance aviation. Boeing and Japan each bring different but
highly complementary capabilities to our partnerships, and it’s a formula
for success.

If you look at Japan and Boeing today, you’ll see that Japan has been
assuming a position that until recently was filled mainly by major U.S.
carriers or the Department of Defense. In the past few years, they’ve
been launch customers for major programs on both the commercial and
defense side.

As partners, we’ve progressed from a stage of mutual benefit to stra-
tegic interdependence. The world is changing, shrinking. More countries

Pioneering customers. Innovative technologies. Manufacturing pro-

and companies want a piece of the action. But while competition is in-
creasing, resources are constrained. Whether you're talking about capi-
tal or materials or talent or ideas, the best aerospace player will be the
one who can secure those assets. Not everyone will succeed or even
survive, and no one can go it alone. Strategic partnerships with the right
set of partners are key.

Q: What makes Japan a good strategic partner?

A: It comes down to the basics of strong partnerships and friend-
ships. We have such a stable, well-developed, deep relationship with
Japan. They are among our best customers. Japan’s airlines are our
largest wide-body customer, and overall Japan is one of the largest and
most profitable commercial markets for us—we have 85 percent of the
market share there. Japan also has one of the largest defense budgets
in the world, and we’ve collaborated on several key programs, including
the space and F-15J/DJ programs. Our Japanese customers make us
more globally competitive as they push us hard for more leading-edge
products.

In Japan, we also work with some of the world’s best aerospace
structures manufacturers. They play a significant production and capital
investment role with us—especially with the 787 Dreamliner. We ben-
efit from such risk-sharing and technology access on both the commer-
cial and defense sides of the business.

And as Japan shifts its supply chain to other up-and-coming, low-
cost, high-quality suppliers, we’re able to leverage and benefit from
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those partners as well. We gain new, top-
notch suppliers and potential new customers
from these additional relationships.

Q: What are the advantages for Japan?

A: Japan faces some serious economic and
security challenges. Its people live and work in
a very complex and rapidly changing part of
the world. Many of its neighbors are becom-
ing major economic and military powers in
the region.

Japan is wrestling with how best to trans-
form the Japan Ministry of Defense to respond
to the changes around them. In addition to a
defense build-up to expand mission capabili-
ties, the ministry is undergoing procurement
reform. They are working for a much more
transparent process, taking some of the de-
cision-making out of the back rooms. This
will increase value for money spent, and al-
low them to take much more of a life-cycle
approach to acquiring new aircraft. They un-
derstand we are well-positioned to help them
respond to their defense challenges with the
products, services and expertise such a com-
prehensive transformation requires.

We also continue to collaborate with Japan
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on industry-leading, profitable commercial en-
deavors. We initially entered Japan to gain ac-
cess to the market. But over time the relation-
ship has evolved significantly. We’ve helped
them develop their aerospace manufacturing
and air-travel industries. Mitsubishi Heavy In-
dustries is developing a regional jet and we
have agreed to consult on the development of
that airplane, providing selected marketing,
development and post-sales expertise. We will
benefit in turn as MHI strives to improve de-
sign and manufacturing processes for future
collaborative aircraft development. Of course,
we can’t take these benefits for granted. For
example, Japan will pursue aircraft projects
whether we collaborate with them or not.

Q: You frequently reference the quality
of our relationships in Japan. How were we
able to succeed where others have failed?

A: In Japan, we were very fortunate in that
we recognized at an early point we needed to
understand and honor Japanese culture. We
realized relationships for the Japanese devel-
op differently than, for example, in the U.S. It’s
crucial to respect that, and have the humility
to try to earn those relationships and the trust

that goes with them. It’s also important to re-
member these aren’t just relationships with
people in business—the Japanese govern-
ment is a powerful and important part of all
industrial activity and economic development.
So part of relationship building is negotiating
these two important spheres of influence in
Japan and understanding it’s all tied together.

Part of the beauty of our partnership is the
relationship has developed and grown at all
levels—from the CEO to the factory workers
and engineers collaborating together to im-
prove our product. Over the years, we've often
brought Japan teams to the U.S. to work with
us, and sent Boeing teams to Japan. My first
job at Boeing was as a Customer Engineer on
the 777. It was amazing for me to watch ANA
(All' Nippon Airways) and JAL (Japan Airlines)
as launch customers provide the kind of oper-
ational and maintenance insight they brought
to our working together design teams. They
made important contributions in creating a
better product. The 787 program was no dif-
ferent, with both ANA and JAL taking the lead
in defining the requirements for the aircraft
and staying close to us the entire way through
the process.

Joining up for these kinds of large, innova-
tive, and complex efforts—efforts that involve
some risk—makes you closer partners. You
come out at the end and it’s inspiring to see
what you’ve accomplished together. It's like
climbing a mountain together and standing at
the summit.

Another thing that’s helped us in Japan
is our own company culture. We’re in such a
long-term industry, with products that are in
service 30 to 40 years. Designing and man-
ufacturing a single new product takes years.
The Boeing culture strongly reflects the nature
of the industry. We value patience, respect, ex-
perience and loyalty. We approach our chal-
lenges methodically, never forgetting the long
term. The Japanese culture embraces similar
values and a longer-term perspective on de-
veloping and honoring relationships.

All that said, our relationship with Japan is
like any other deep, complex long-term rela-
tionship. There are always challenges.

Q: What challenges have you faced as
the Boeing leader in Japan?

A: | started in this position at the beginning
of 2007, and it was mainly a year of respond-
ing to specific program challenges and the
resulting impact to customers. Even though
we've successfully worked together with
Japan for many years, there are always new
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and sometimes difficult challenges. Last year
there were delivery delays on the first Japan
KC-767 Tanker, challenges to the long-term
affordability of the Japan Apache program due
to its unique indigenous structure, and the 787
design and production issues.

We’re working hard to restore the trust
and confidence of our Japanese friends and
customers. We delivered the first two KC-767
Tankers earlier this year. While one was de-
layed, the other was right on schedule, and
our exceptional customer support team has
done a great job of showing the Japan Air
Self-Defense Force that we stand behind our
products. In fact, a tanker conducted a suc-
cessful contact flight and a fuel passing with
an F-15 on Aug. 18. So this outstanding result
means these new tankers are moving closer
to entering service. And as for the 787, we've
been successful in resolving most of the air-
plane’s issues and we’re back on track now. I'm
very pleased with the great job the 787 team
has done in turning things around.

Last year, we also developed and imple-
mented the Japan Enterprise Strategy—a uni-
fied “One Boeing” approach to all of our Japan
efforts. This year our focus has been on put-
ting together the right team for Boeing Japan,
stabilizing the organization, and establishing
enterprisewide communication. By next year, |
expect us to be focusing more aggressively on
growth and future opportunities and working
more smoothly together as “One Boeing.”

Q: Why so much emphasis on the Enter-
prise Strategy and “One Boeing”?

A: It all comes back to relationships. We’ve
had many instances of Boeing teams from
various parts of the business trying to meet
with the same Japanese business or govern-
ment leaders, duplicating efforts or in some
cases making conflicting requests. This is
not very efficient and it makes it appear that
Boeing representatives from defense, com-
mercial, space and the rest of the company
don’t know what the others are doing—and
that we’re content to waste the time of our
Japanese friends with disjointed, overlap-
ping efforts. We’ve also had many situations
where talented, smart people make assump-
tions about how to get things done in Japan—
based on how business works in the U.S. and
elsewhere.

But the Japanese business environment is
different, and it's important to tie in with the
Boeing people who work in Japan and know
the market and culture. That’s the best way to
ensure success and avoid mistakes that can
compromise an opportunity.

The Enterprise Strategy is a way to inte-
grate our efforts and unify our messages. It
opens up opportunities to create value. By
keeping each other informed and coordinating
our efforts, we’re better able to leverage all of
our Japan relationships. And we will make it
much simpler for our valued friends in Japan
to do business with us.

But that means everyone must join. Every-
one. There is no room in 21st century aero-
space for silos and turf battles, because the
world continues to get more competitive every
day. Forget the silos and turf—we’re in this
together. “One Boeing” is a better way to work
and a powerful way for us to lead. It allows us
to get the most value out of our collective abili-
ties and resources.

This isn’t limited to Boeing people who
work in Japan or work on Japan-specific is-
sues or projects. We all need to be aware of
what the company does around the world, be-
yond our specific work location. In some way
we all have a connection and impact on our
Japan efforts. The more aware and informed
we are, the better able we will be to help
Boeing succeed—in Japan and around the
world. We are all part of a single Boeing. And
the more we understand, think and work that
way, the more competitive Boeing will be. l

michael.s.wiegand@boeing.com

“Part of the beauty of our
partnership is the relationship
has developed and grown at
all levels—from the CEO to the
factory workers and engineers
collaborating together to im-

prove our product.”

— Nicole Piasecki, president, Boeing Japan

PHOTOS: Japanese carriers Japan Airlines
(top) and ANA (All Nippon Airways)
(bottom) are strong Boeing airline cus-
tomers. Meanwhile, at Komaki air base
(center), workers review documents for
one of the Japan Air Self-Defense Force’s
KC-767 Tanker.
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stronger

Masuzawa

“Building respect for
each party is critical.”



Feature Story

Merrow

“I’'ve become more
people-oriented since
being here.”
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“Building trust is critical,
and it’s tough to develop
trust via e-mail.”

Morton
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Stare

“Our Japanese partners and
customers feel | understand their
way of working and thinking and
manufacturing. | respect the way
they see things.”
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Pardede

“Once | learned the
value of providing the
time needed for internal
discussion, our meetings
were more effective.”
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“... our customers in Japan
tend to be sophisticated and
detail-oriented, and to demand
high quality ...”

Murakami
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“It requires BCA and

Taﬂ aka IDS to work together as a

team—and we’re doing
that daily.”



