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Japanese Companies Rarely
Have  Strategies
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THE JAPANESE TRIGGERED A GLOBAL revolution in operational effective-
ness in the 1970s and 1980s, pioneering practices such as total quality man-
agement and continuous improvement. As a result, Japanese manufacturers
enjoyed substantial cost and quality advantages for many years.

But Japanese companies rarely developed distinct strategic positions of the
kind discussed in this article. Those that did—Sony, Canon, and Sega, for
example—were the exception rather than the rule. Most Japanese companies
imitate and emulate one another. All rivals offer most if not all product vari-
eties, features, and services; they employ all channels and match one anoth-
ers’ plant configurations.

The dangers of Japanese-style competition are now becoming easier to rec-
ognize. In the 1980s, with rivals operating far from the productivity frontier,
it seemed possible to win on both cost and quality indefinitely. Japanese
companies were all able to grow in an expanding domestic economy and by
penetrating global markets. They appeared unstoppable. But as the gap in
operational effectiveness narrows, Japanese companies are increasingly
caught in a trap of their own making. !f they are to escape the mutually
destructive battles now ravaging their performance, Japanese companies
will have to learn strategy.

To do so, they may have to overcome strong cultural barriers. Japan is
notoriously consensus oriented, and companies have a strong tendency to
mediate differences among individuals rather than accentuate them. Strat-
egy, on the other hand, requires hard choices. The Japanese also have a
deeply ingrained service tradition that predisposes them to go to great
lengths to satisfy any need a customer expresses. Companies that compete
in that way end up blurring their dlstmct positioning, becoming all things to
all customers.

This discussion of Japan is drawn.from the author's research with Hirotaka Takeuchi, with
help from Mariko Sakakibara.
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From Michael E. Porter, What
is Strategy? In On Strategy,
HBR’ s 10 Must Reads,
Harvard Business School,
2011, pp.8. (Originally
published in 1996.)
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